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* in 
“How’s your Dichlorophenoxyacetic Acid doing, George ?” 


Unlikely words froma farmer perhaps— but most farmers 1) 
do recognize — and with very good reason, too—the IMportant active 
role that agricultural chemicals play in ensuring big 


er, better crops, greater beef and dairy \ ields, 


us 
- 


Monsanto supplies essential chemicals in ever increasing quantities to manufacturers of insecticides, 


. | 

funyicides, weed-killers, wood preservatives, soil sterilisers and other agricultural chemicals. : 
By the same token, Monsanto makes important contributions to hundreds of other industries, c 

a ; H 

too helping to improve production and lower costs in hundreds of different jobs. 0 

© 

C 

a gi 

% Chemical di scvif {ion of 2, 4 ED. produced by Monsanto for B 


vinulation by manufacturers of herbicides for the control of 


Thus does Monsanto help industry at large—which serves mankind. 


MONSANTO CHEMICALS LIMITED, 
8 Waterloo Place, London, S.W.1. 
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One Shilling 


Cleavage on the Axe 


HE Labour party rightly chose 
on which to attack the Govern 


on the programme for the new session. 


economic policy as the subject 
ment in the concluding debate 
But after making the right 


and obvious choice, most Labour speakers ran away from the subject. 
No one had expected them to propound an economic policy of their 


own ; 
recognising any need to be 
criticism 


and coherent attitude to 


it is becoming common form for oppositions to criticise without 
constructive. But 
cannot have much effect unless it is based on some 
the principal issues 
Labour party is apparently as far away 


destructive 
defined 


h:e tha 
this tne 


even 


And from 


as ever. Its speakers cou! 


not decide whether the disaster they feared for Britain was an ahianti 


a further decline in pr odu 
payments. The Governm 


slump or 


overseas 


ctivity and a new-style crisis 


‘nt was cami blamed | 


errors in two opposite directions, ind therefore effectively blamed for 


nothing. 
those Conserv 


at state expenditure. 


This internal Tory debate was 
immediate problems of falling prodt 
But it is along these lines, if at all, 


under the 
During the next months the C 
well be their best opportunity to d 


they failed to do in 


brought 
few 


tnat 


breathing space for thought about longer-term problems. 
one year in office, they are presumably 


The recent by-elections should make 
to face some internal disagreement 
action they think necessary without 


and inhibition that has grown up in the protected sieg 


the past twelve years. 


If this opportunity is to be taken, 


general Tory predilection for cutting 
immediate situation facing Mr Butler. 
—thanks mainly, 


overseas payments into balance 
action is concerned, to import cuts 


both production and exports are falling 
suggests that in the middle six months 


was 6 or 7 per cent smaller than in 


the volume of exports was reduced by about 


Labour party had concentrated on th 
instead of involving itself 
unemployed and an imagined “ ret 
interwar might have exp 
country’s 
opinion. 
he first place, 


1 
11SO 


years,” it 
difficulties but 
Four reasons for 


the switch to rearn 


also the 
the fall in 


‘ , 
he most serious discussion of its policy came inste 


ative backbenchers why 


searching scrutiny 


Op} YOSILION. 


irn to the 


lament 


ad from 


» Want tO SWing a vigorous ax 


1 


too general to be related to 


market 

that Government may be 
it has lacked and badly needs 
ymservatives will have a t me 


iction and lost export 


pol ICy 


realistic economic thinki 
ministers have a 
After only 
still relatively fresh in mind 
them politically confident enough 
and even to explore the lines ot 
bowing before every prejudice 


t 


economy ol 


1 
» the 
For once, 


the first necessity is to relate the 
expenditure and taxation to the 
After bringing the country’s 
so far as Government 
the Government now finds tha 
A rough preliminary estimate 
of the year industrial producti 
the same period of 1951, while 
16 per cent. If the 
ese figures as the cause for alarm, 


in forecasts of an approaching mill 


social conditions of 
- a 
sed not only tne 


confusion in Ce 


nature ol 
real ynservat 
production can be identified. Ir 


work has inevitably 
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some industrial dislocation, especially in face of 
the steel shortage that is now fortunately ending. 
Secondly, the financial discipline imposed by tighter 


credit has enforced industrial adjustments that are in 
no way less healthy because they involve, in the short 
run, a net decline in output. Thirdly, there has been 
ome slackening of consumer demand in the home 


market. For ail the fuss that it caused, this has in fact 
been of major importance in the case of textiles alone, 
and there demand is now reviving. It is only the fourth 


element in the decline of production that should cause 
serious alarm. Though detailed statistical proof is lack- 
ing as yet, it seems that some of the slackening of output 
is now correlated with the slackening of overseas demand 


for a wide range of British exports. 


Mr Butler on Tuesday reaffirmed, with commendable 
clarity, his general response to this situation. The 
Government would pursue a selective policy of damping 
down the home demand for capital goods, for which 
overseas demand in many cases remains strong ; it would 
not depress the home demand for consumer goods that 
cannot be sold abroad. 

This is a declaration distilling the very essence of 
gentlemanly moderation and sweet reason. It should 
please both parties. It will not, of course, quite satisfy 
Labour’s Left-wingers, who want enough inflation to 
ensure (for a time) that no man ever loses his job and that 
the foreigner, if he is inconsiderate enough to want what 
Britain is not producing, should understand that he must 
go without. But Mr Butler’s principle is, none the less, 
precisely what Mr Gaitskell’s would be if he were 
Chancellor. It is no less attractive to many Conservatives. 
And it is also a recipe for the economic stagnation of 
sritain. Its unspoken assumption is that the existing 
structure of British industry must be defended against 
change. 

It is, apparently, an out-dated liberal idea to think that 

ople should be required to do whatever work, in 
changing conditions, meeis consumers’ demands and 
raises the standard of living of the country. The modern 
truth is that the preservation of the jobs people are 
already doing is the first charge on the standard of living. 
The Tory does not, it should be said, hold this doctrine 
in quite the same form as the Left-wing Socialist. He 
recognises that Britain as a trading nation must pay 
attention to overseas demand. If the _ foreigner 
inconveniently wants capital goods, not consumer goods, 
his demands must be met—as far as is possible without 
pushing British people and British industry about. 
Industry at home must be starved of equipment in order 
to meet the export demand. And the consumer goods 
industries that cannot sell their products abroad must 
have the demand at home kept up for them, so that only 
a few employers and workers are put to the inconvenience 
of moving into the capital goods industries. 


This doctrine is too patently absurd for anyone to 
embrace it in its logical completeness. But its influence 
on the practical policies of both parties is strong. It is 
certainly strong enough to put the more sweeping 
demands for reduced Government expenditure quite out 
with Mr Butler’s actions. The argument for 
cutting expenditure is that industry cannot be enter- 
prising and resilient unless its burden of taxation is 
lightened. But the essence of present export policy is 
that industry cannot have the physical resources, the new 
equipment and new buildings, that enterprise and 
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resilience would demand. In these circumstances, lary 
cuts in Government spending would reduce consum, 
tion, against Mr Butler’s intentions, without increagiy - 
real investment. The difference between the Cabin | 
and some of the Tory backbenchers, in their attitude y§ mont 
Government spending, is more than a difference di pow 
degree ; it is, if the backbenchers really know what the Lond 
are about in the present situation, a definite cleavage off Afric 
policy. | two 
In principle, the backbenchers are plainly right. Tare 0 
export capital goods by repressing industrial develoy stead 
ment at home cannot be more than a_ desperagthe s 
emergency policy. Prolonged, it is a sure way to disaster} the / 
If there is a way to maintain a large British EXPort trade Be 
in the modern world, it will only be by exporting a larger and 
proportion of capital goods. To that end, some industria 


devel 
will have to get more men and equipment and othengthey 
will have to lose them. 


This mobility is the essentiggBant 
requirement, on anything but the most short-sightegbelie 
view, for full employment ; to try to freeze the existingthe 0 
labour force in the consumer goods industries, big Poss 
offsetting at home the markets lost abroad, is unlikely disok 
do more than delay unemployment until it become!t 's 
irresistibly severe. volut 
mere 
* ueu 
Ircu 

This general argument, however, does not mean tha" 
Mr Butler will solve his problems by swinging the xq’ 
as his Tory critics advocate. On the other side, thy? 
Labour party blames his mildly disinflationary policy fog T' 
the fall in production. It would be possible, ang! he 
politically tempting, to meet both criticisms at once-the | 
and thereby, unfortunately, to demonstrate  thqmo aj 
inadequacy of both. Mr Butler could slash, say, thay | 
social services and give back the saving not by reducinggts | 
company taxation but by making large cuts in incomegetsor 
tax and in the indirect taxes on consumption. Thapo E 
would please his own backbenchers without in fact doingffth 
industry any good and while still encouraging inflation 
in the consumer trades. 

The policy that by now the Tories should have worked" 
out demands more courage. It is to reduce Gover 
ment spending, and to lighten company taxation, withou! 
putting more money into the hands of consumers. Itis 
in other words, to stimulate not production in generdfitt! 
but production of those exports that Britain can sell and 
those domestic capital goods that Britain needs. It ist 
release energy and initiative not in the effervescence of 
inflation but in the tension of industrial readjustment. 


This is a great deal to ask of a Government which fee! 
that with its present policies it has found at last the wa 
to success and the key to popularity. On Tuesday it ¥4 
understandable that Mr Butler, faced with so little oi 
tive criticism, concentrated on his account, in glowinf 
eager of what his policy has already achieved. Thank 

o skill and to courage, as well as to good luck, thé 
aie is remarkable. But Mr Butler himsel 
would probably agree with the verdict of one Conservatitt 
member, Mr Richard Law. The Chancellor has gaine? 
time ; he has conducted an emergency operation wil 
great skill and with little pain to the patient. As a resuh™ 

“the patient still breathes and lives, but as yet he ba 
no goaranice of recovery.” It is through polici cies WhIGe 
change the pattern of British industry, not threug 
policies to keep it fixed, that some sort of guarantee mé 
eventually be won. 
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Fruits of 


inf’T'HE situation in South Africa is gravely deteriorat- 
ine ing. Following the race riots in Port Elizabeth last 
le @month in which eleven people were killed, there have 
now been outbreaks of violence at Kimberley and East 
the London. At Kimberley at least thirteen people, all 
em Africans, were killed and at East London ten, including 
two Europeans, one of them a nun. These developments 
Tare new in the history of South Africa and they mark a 
Jong steady turn for the worse during the past few months in 
‘om the struggle between the two races, the Europeans and 
Tthe Africans. 
Behind the scenes, less spectacular but no less novel 
ind significant for the future, there has been another 
he Africans themselves have shown that 




















Pdevelop 


thev are learning to organise. Many who have known the 
Bantu race for a long time were at first unwilling to 


Bbelieve that the Africans, working in partnership with 
Bthe other non-whites, the Indians and the Cape Coloured, 
Bpossessed the ability to carry out the threat of a passive 
disobedience campaign. They have been proved wrong. 
Ht is no small task to arrange for a given number of 
volunteers to turn up at a set place and time, and then 
merely to sit on at wrong seats or stand in the wrong 
yueue. To behave quietly but provocatively in such 
ircumstances, to act simply as Europeans but to invite 
trest by doing so requires a measure of both political 
sonsciousness and self-discipline which has come as a 
isturbing surprise to some of Dr Malan’s supporters. 
These two developments are not directly connected. 
‘he African National Congress, which has been running 
he passive disobedience campaign so skilfully, has had 
0 apparent hand in inciting the rioting. Before the one- 

ke this week it issued a statesmanlike appeal to 


followers to observe the peace. Ruioting and 
on | iken place for other reasons ; for example, 
East Lond 1e police have tried to break up orderly 


hough forbidden meetings of Africans, and the mounting 


Aationgrate Of | n in the Union as a whole has created 
xplosi only too easy for drunken and 
y touch off locally 
n 0 Is v »y merge, if th 
prgan rp ito pa I ince were 
al ere CO be 
. . ILS 1 SOl Atrica WO ild nd. 
andfthere would certainly be an alarming breakdown in 
P I oh € om lung | S QQ Vu 
4 iny such possibility may still appear to 
n f B h tuation 1se and unstable 
C mn as yet that the Malan government 
aw Prepared to countenance any policy other than repre 
ion to meet the growing refusal of the Africans to 
“Opera n the Governmen The result 1s to drive 
ents ever faster in the direction of extremism, and to 
tovoke the Africans into drastic political and economic 
lon wt hey do not want and which can offer no 
timate solution to the real problems of race relat 


ns 
is being allowed to happen in spite of : ie 
bsolute dependence of the whole South African 


Vv 


black labour force 


constitu- 


government’s 


igins of the present tension lie in the 
ipitated by the Malan 


etermination to put the Cape Coloured people on a 
Parate e] ral role from Europeans. It is true that Mr 


ited Party are, in general, in favour of 
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Malanism 


a policy of segregation for Africans. But increasing 
evidence that the Nationalists were prepared to hack their 
way through the tangle of race relations, at almost any 
cost in terms of public opinion and constitutional proce- 
dure, has had an effect of delayed shock on the opposi- 
tion, white and non-white alike. When the Separate 
Representation of Voters Bill was declared unconstitu- 
tional by the Appellate Division of the Supreme Court, 

Dr Malan pushe -d through a High Court of Parliament 

Act ; as a result of this, the government’s parliamentary 
suprforters sitting as a High Court—opposition members 
and senators boycotted the s2ssion—overrode the 
Supreme Court's ruling. Lately the High Court of Parlia- 
ment Act itseif has been declared null and void by the 
Cape Division of the Supreme Court, now the appeal by 
the government against this ruling has been turned down 
in Bloemfontein by the Appellate Division of the 
Supreme Court itself. It is thus not surprising that what 
began as a constitutional crisis, caused by a deliberate 
political decision affecting the everyday life of a large 
section of the community, should now be reflected in a 
nation-wide sense of uncertainty, frustration and fear. Dr 
Malan has only himself to blame for the way his 
Opponents are reacting to the provocation he has given 
them. 

* 


Instead of trying to bridge the gap between his 
administration and the Africans by creating new 


machinery for consultation—there has been virtually 
none since the Natives’ Representative Council was 


allowed to lapse by the present government 
has only aggravated the deadlock in race 
more and more use of the police. 
the truth, he has now even blamed the British and the 
Indians as the people primarily responsible for what i 
happening in his country. Speaking as the Prime Ministe 

of South Africa, Dr Malan this week accused the Briti 


of letting d ywn the whit yy thei nae 


-Dr Malan 
relations by 
Instead of recognising 


u 
e races 1n Africa | 


1 the Gold ¢ t, and the Indians of deliberately foment 
i trouble in the Union by their actions over Natal 
Uno. It legitimate to wonder how far these tactic 
lay be d med primarily as electioneering gambits it 
reparation tor next year’s appeal to the country. Whether 
or not, their effect 1s deplorable, both on develop 


ments in South Africa itself and on the opinion of 


ibility may sow 


side world. Such a lapse into irrespons 
will reap the whirlwind 


The outstanding political problem in Africa is to pr 
ite amor Africans a public opinion interested in 
vorking with the whites, while creating among the whites 


a genuine willingness to see 
and political 


1ims, as 


African living standards 
rights increase in step with them. The 
human as they are inescapable 
Europeans are to live together in united communities, | 
behind the British colonial policy of encouraging the 
maximum feasible consultation with Africans and their 
gradual participation in government. Dr Malan’s accusa 
tions, based on the atmo ee now being engendered | 
th Africa, unfortunately ignore these realities What 
has happened and is happening in the Gold Coast repre- 
sents an attempt to solve the main problem by methods 
and at a pace suitable to that particular territory. Th 
Gold Coast’s progress towards self-government is not 
intended undermine the authority of Dr Malan, and 


Africans and 








432 
it cannot be made dependent on events and attitudes in 
South Africa. British policy must have its own doctrine 
and its own conscience. 

It is increasingly true, on the other hand, that what 
happens nowadays in one part of Africa has repercussions 
in others. If Dr Malan worries about the Gold Coast— 
and from his own point of view he has grounds for doing 


so—other governments with responsibilities in Africa 
have a right to worry about South Africa. Britain, as a 
power responsible for many millions more people in 


has a close and direct 
is always invidious to 
her country ; but the 


Africa than there are in the Union. 
interest in what happens there. It 


e internal affairs of anot 


criticise th 1¢ 

impact of Dr Malan’s racial policies is not confined to his 
own country. It is strongly felt as far north as the 
nanan copper belt, and to a growing extent in East 
and West Africa as well. By m: iin ng no concessions to 
the trend of the modern world, the Malan government 


he liberal conscience of international 


only defying t 
embarrassing practical 


it is also creating 


Is Noi 
public opinion ; 


problems for countries like Britain which have live 
beside M in Africa. 
Criticism without responsibility can cause much 


Moreover, the effect of some foreign comment 


mischief. 


Development Charge 


HE Queen’s Speech last week promised legislation 


“ relating to” the Town and Country Planning Acts 
of 1947. The indefinite prep sition was perhaps more 
appropriate than is usual in the pronouncements of 
Whitehall. One may assume that Bill now under 

paration will not undo most of the 1947 legislation. 
rhe purely planning parts of the law are far ppt 
rfect ; in particular, they have produced a good de: 

‘tty bureaucracy against which the private citizen 1s 

ly defencele Nevertheless, they can with advan- 
tage be given a longer trial with perhaps some minor 

nendments. 
The new Bill will presumably be more closely 
1 1 


concerned with changing the financial provisions of the 


1947 Act. No one can be satisfied with the practical 
working of these provisions and in one respect action 
is become urgent. The Act set up a fund of {£300 


million to compensate landholders who f from the passing 
of the Act lost their right to profit from the increase of 
land values resulting from development. Payments from 
this fund must be satisfied by the issue of Government 
stock not later than July Ist next It turns out to 
be big enough to meet the claims on it. But times have 
changed and any pe would, rightly, be reluctant 
to meet a large bill that experience has clearly shown to 
be wrongly ved not in amount but in principle. 

With all that 
compensation fund and of 


which 1 
these 


year. 


concel 
has lately been said in criticism of the 
the development charge to 
:ould not be forgotten that 
financial arrangements were devised to meet a 
social problem that in 1947 both parties recognised as 
urgent—a problem that had, indeed, been emphasised by 
the house-building boom of the thirties. It was in the 
light of that boom, and its “ ribbon ” building from the 
town out along the roads to the country, that the 1947 
Act made a revolutionary change in the land laws of 
Great Britain. The Act provided that almost all 
of land (and the definition of develop- 


It 1S COM] plementary, it sh 


“ development ” 
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has so far been to help rally South African opinion 
behind the government and against outside interference 
This cannot, however, be allowed to influence th 
genuine concern of the British people, who stand in, 
specially intimate and friendly relationship with South 
Africans as free and equal partners in the Common. 
wealth. Besides the community of interest in the future 
of race relations in Africa, the British have in additiog 
a special claim to be heard by virtue of the strategic role 
which South Africa plays in Commonwealth defence. 
For the free world to survive in war, it might be that 
the western powers—including the United States— 
would have to rely on the use of the Union’s ports and 
airfields, industries and raw materials. All these are 
factors which make it plain that what happens in South 
Africa cannot be regarded in isolation. They are a par 
of the international pattern which concerns the United 
States and Western Europe as well as Britain. That 
explains why the events in South Africa have called 
forth such alarm and indignation among the Union’ 
friends and why, if Dr Malan and the other member 
of his government are to pursue their aim of racial segre 
gation by their present methods of apartheid, there i 
grave and legitimate misgiving about the consequence 


Kill or Cure? 


ment was very wide) required planning permission. I 
the permission added anything to the value of the land 
the whole of this added value was . be paid to the state 

the development charge—before the development coul 
begin. The exceptions to these rules were slight. Th 
effect was, of course, to take away the existing rights 1 
develop their land possessed by many owners, and th 
compensation fund was set up in recognition of this faci 
would be ti 


hens! ¢ 


the Labour Government said, 

the financial drawbacks 
The miscalculation was the same with 
many of that Government’s measures. The diseases 
set out to cure, which had been apparent in the thirues 
no longer existed in the same form when the mediciné 
was poured down the patient’s throat. After nearly fit 
years of operation, the financial provisions of the 194 
Act have brought neither justice nor an equality (t 
injustice to the landowner ; they may well have created 
many new problems as they attempted to solve. The 
have certainly created a vast new administrative machin 
which, in 19§1-§2, collected some {3,875,522 
at what cost it is impossible to say, since the Central Lan 
Board does not publish the figures. 


The result, 
remove all 
planning. 


to compre 


in cash 


The main criticism has been directed against the 1 
per cent development charge. In times of inflation ith 
acted largely as a tax on building, not on the landlow 
The owner of land who does not wish to develop it him 
self is given no inducement to allow anyone else t0¢ 
therefore he either declines to sell at all or 
far more than the value of the land in its existing us 
Many landowners get that higher price because, dum 
most of the past five years, the cost of a plot of land 
a oe use ” value, plus the cost of building a house! 

, has fallen short of the cost of buying an equival 
sine house with vacant possession. On the cp 
where the landowner has been compelled to sell toa! 
authority he has received no more than the existing 4 
value, unless his land was technically ‘“ dead-ripe "i 


SO 5 


fo 
ou 
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So 
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development, and has had to wait for the rest of its 


«.§ former value until the compensation fund was shared 
% fF out. In either case, chance governed his fortune. If he 
ai met 2 potential buyer with the chance of a building 
thf ficence, he obtained for his land far more than the 


0-f Government protested that his land should be worth. If 


te} jt was a local authority that selected his acres, he received 

. . . ° Ty 
on a bare minimum in cash and a by no means certain [OU 
ef for the balance. Whatever landowners should have felt 


c.f at this treatment, they were in fact indignant. 

‘a This is only one criticism of the development charge. 
Secondly, the process of fixing the charge is completely 
arbitrary, because it is artificial. Indeed, it is the differ- 
ence between two values each artificial in itself because 
each deliberately excludes many of the elements that a 





market valuation would include. Further, the charge is 
‘I fixed by one of the parties to the argument, by a servant 
bat of the body that will collect the money afterwards, and 
led there is no appeal from his decision. Official valuers are 
NS partisans for the Treasury ; they are employed to be that. 
I$ How can anyone believe that they should be accepted 
Ith by the ordinary citizen as impartial judges as well ? 
ia A third criticism is that the development charge is 


too closely tied to planning permission ; this has done 
more than anything in the actual planning provisions of 
the Act to allow bureaucracy to run wild. People have 
been compelled to pay a development charge for turning 
the front room of a cottage into a village shop, for putting 
lf up goalposts in a field and using it for sport, for laying 
andg out a plot as a war memorial. One result has been the 
te-f necessity of granting a series of exemptions, which in 
oulg them sselves le ave arbitr ary edges. No development charge 
Thg is payable if a man converts three terrace houses into 
ts flats ; if the number is four, a development charge is 
| th@ demanded. The game of p utting artificial limits to taxa- 
fac tion can never finish, and the new limits are as vulnerable 


pe wg (© Criticism as the old. 

rT) 

n ‘ 

th 

*'} =The criticisms of the compensation fund itself are 
| fewer. The main point is that, if there were no develop- 


ment charge, there would be no need for such a fund. 


| But a distribution of the fund will give to thousands of 
“*f landowners a cash payment for a loss which they have 
7 T not yet suffered. Indeed, much land with a theoretical 
ted 


The development value will never be developed because its 
_} owners will never wish to develop it. In such cases, the 





| distribution of a saleable government stock would be a 
ta purposeless inflationary gesture. 

® | What, then, should the promised Bill do ? Many 

i people have suggested that it should tear down the whole 
ie ,B financial structure of the 1947 Act. There is certainly 
i something to be said for dropping the development 
+ hil charge altogether, But the advocates of this course do 
‘oa not always accept the full logic of the argument. If a 
a local authority were required to pay a full, unrestricted, 





market value for all land it acquired, it could hardly be 
yea to pay compensation, in any form, for land it 
did not purchase but on which it imposed planning 
ess ;. That would be putting the clock back with 
a vengeance. At present an owner who is prevented from 
Busing his land beneficially, because of a planning refusal 

Dr restriction, can compel the authority to purchase it ; 
he thus, in effect, gets compensati ion for his loss. The 
system of full market value on acquisition, and no com- 
Pensation for inything short of that, ts followed in 
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Belgium. It seems to restore the rule of the dice box. 
The lucky owner is the one whose site is selected for 
industrial development, the unlucky one he who finds 
that his land has been turned into a Green Belt at the 
stroke of a local authority pen. Some surrender of the 
value added to land by social change and development, 
some compensation for those who suffer in the process, 
is surely the right compromise ; it is certainly difficult to 
avoid now. 

But if the development charge is to survive it must 
be altered. Its incidence is too wide and its rate is too 
high. The principle behind the present charge—that any 
permission to develop should attract a charge if an 
increase in land value, however small, results—is logical 
but has proved to be unpractical. Not only do the — 
of sheer convenience require a wide and arbitrary rang 
of exemptions ; much uncertainty remains. Among the e 
applications for assessment made to the Central Land 
Board last year, it was found in no less than 41 per cent 
of the cases that either no liability to development charge 
existed or no change in value had in fact taken place. 
This is a fantastically wasteful procedure. 


There is one clear guiding principle by which the 
incidence of the development charge could be limited. 
Liability for the charge should arise only where an 
increase in value is brought about by the enterprise of 
someone other than the owner of the land that benefits 
from it ; it should not arise where the increase in value 
occurs because the owner has himself promoted the 
development. That is the old “ betterment” principle, 
and it is still sound. There should, for example, be no 
development charge if the use of an existing building is 
changed, or for rebuilding on an existing site, whatever 
the cubic contents of the new building may be. 

If the scope of the charge is thus reduced, the rate at 
which it is levied becomes less important. Even so, 1! 
should no longer be a confiscation of all the enhanced 
value given by permission to develop. The purpose of 
the Planning Acts should be to control and foster devel- 
opment, not to inhibit it ; the planning provisions of the 
1947 Act give the authorities quite enough power of 
control. Lord Silkin, the author of the Act, has himself 
gone some way towards agreeing that the standard rate 
for the charge should be 75 per cent. If its incidence 
were limited at the same time, that would be an 
acceptable figure. But if the incidence is not altered, even 
a rate of 75 per cent would still be too high. 


There are two other points at which the Act and its 
attendant regulations should be amended. There should 
be a right of appeal to the Lands Tribunal over the 
assessment of the development charge. The position of 
local authorities should be clarified. So far, they must 
have paid very little in development charges on their 
housing. All land owned by a local authority on July 1, 
1948, and all war-damaged land acquired under the 
1944 Act, is exempt from liability ; in addition, much 
of the land bought since 1948 must have been dead-ripe 
land, on which no development charge is payable. The 
Central Land Board remarks, in its last report, that local 
authorities are “ rarely paying more, and in many cases 
are paying considerably less ” for their land in toto than 
they would have done if the Act had not been passed 
The Board may not, and does not, give preferential treat- 
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ment to local authorities ; but if the practical effect of the 
Act and regulations is to give a concealed subsidy to local 
authority housing, the public should know what it is. 

There remains the compensation fund itself. This 
cannot be completely abandoned before it has come into 
existence, because over the last four years there have been 
thousands of bona fide transactions based on the Act as 
it stood. Those who have in fact already lost the value 
of their former development rights should receive their 
admitted claims from the fund in cash. Quite apart from 
the practical difficulty of attempting to do otherwise, it 
would be folly for a Conservative Government to attempt 
to undo by retrospective legislation past transactions 
based on an Act of Parliament. 

For the future, if a development charge remains, the 
purpose behind the fund remains. But there should be 
no payment in saleable securities to people with no known 
intention of exercising the development rights for which 
they would be compensated. The issue of stock on July 
I, 1953, could take the form of exemption certificates 


Lessons for Economic Federation 


‘ 


N spite of the postwar vogue for economic “ integra- 

tion,’ Europe’s first and only practical exercise in 
union making has, oddly enough, attracted little interest. 
Benelux—the planned economic merger of Holland and 
Belgium-Luxemburg—was conceived during the war 
years by the exiled governments in London, and since 
then the partners have doggedly pursued their ideal, not 
in conference rooms, but by turning their countries into 
an actual laboratory. It is possible that the many 
advocates of federation tend to ignore the working of 
Benelux because they prefer not to cool enthusiasm by a 
study of the facts. They may also feel some impatience 
with the gradualness of Benelux. Admittedly, it lacks 
the drama and the glamour of the more ambitious com- 
munity schemes recently put forward by the European 
six ; but, however modest its achievements, this enter- 
prise has now advanced far enough to provide in 
miniature a valuable working model for similar experi- 
ments. 


Full economic union implies a wholly free movement 
of goods, capital and people—and, in addition, a single 
co-ordinated economic and fiscal policy. Benelux is still 
a long way short of that point, though it is certainly true 
that, as a result of the striving toward union, there is 
a much larger measure of freedom between the three 
partners today than between any simple member of the 
group and the rest of the world. They have framed a 
common tariff vis-a-vis other nations and have abolished 
tariff barriers between themselves. A number of 
quantitative restrictions on trade between the members 
of Benelux still remain, notably on Dutch exports of 
farm products that would otherwise push high-cost 
Belgian agriculture to the wall. Beyond the transfer- 
ability of currencies that the Benelux countries, in 
common with the other Marshall nations, obtain through 
the European Payments Union, the governments can 
show little that the independent observer would regard as 
genuine convertibility. What is significant, however, 
is the growing alignment, year by year, between the 
monetary and fiscal policies of the members’ economies, 
with its eventual promise of creating the conditions in 
which free convertibility can be secured without violent 
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for stated amounts, not carrying interest, and of use only 
in payment of a development charge in respect of a state 
piece of land ; for permanent record, certificates could 
made registrable with a local authority under the Land 
Charges Act, and their sale separately from the land, 
which they apply could thus be effectively prevented. 
What is suggested here is, in summary, that the be 
policy to be embodied in the new Bill should fall into tw 
parts. For the compensation fund, the aim should bet 
destroy its inflationary effect and otherwise to make jt 
more exactly what it was intended to be: a method of 
providing that people who, on July 1, 1948, lost a legg 
right to develop their land should not be compelled to 
buy back that right in full from the state if they do wish 
to exercise it. On tke other hand, the original purpos 
and scale of the development charge has proved to k 
impractical and should be abandoned ; but most of th 
good it does can be obtained, and the worst of its 11] effec 
can be avoided, by greatly narrowing its scope and reduc- 
ing the rate of the charge. 





























fluctuations in rates of exchange. Theoretically, no ba 
exists to the mobility of labour within the area, bu. 
with the exception of “border” workers, labour tend 
to stay put, owing partly to the fact that people canne 
transfer their capital from one country to the other. 

To observers on the sidelines this may seem a sligh 
achievement. It does not seem so to the Beneluxer 
themselves. Some of them have profited from th 
enlarged market that followed the greater freedom @ 
trade, while others have begun to suffer sharply from 
the pains of competition—a certain proof that the fir 
steps toward fusion have been realistic. Initially, th 
biggest gainer was Belgian industry, in particular i 
textile and steel branches. The “ Pre-Union Agree 
ment” was signed in the autumn of 1949 and short) 
afterwards the Dutch first began to relax their impor 
restrictions. These Belgian industries, faced with a smi 
slump at home and abroad, were at the time steaditi 
by the voracious demand of the Dutch market, whit! 
had been starved of goods in order to balance Hollan¢: 
international accounts. Once the vacuum was filled 
however, and the Dutch economy as a whole had revived. 
the advantage began to flow in reverse. Today, sever 
of the Belgian consumer goods trades (includin 
tobacco, leather, paper and furniture) are in acut 
trouble, mainly because of Dutch competition. Althoug! 
they contribute no more than 10 per cent of Belgium 
total industrial output, their embittered protests have le 
to a series of meetings at which business men as We 
as ministers are to decide how to lighten the burdes 

In spite of these difficulties the members of Benelli 
will certainly continue the process of compromi 
adjustment and persistence. Their determination 
already carried them through periods that would hat 
paralysed the will of any less dedicated group of natiom 
From the record of this experience would-be federal 
can discern some of the requisites for economic umi0n. 

There appear to be three basic conditions. The fis 
is that the governments and peoples concerned should ® 
able to approach economic problems by compatitt 
methods. It would have been difficult in 1946 to finc™ 
nations further apart in this respect than Holland #] 
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Belgium. The Dutch, from inclination as well as 
necessity, pursued a course of State paternalism, cheap 
money, full employment and detailed controls over 
of private Consumption and investment. Rationing and 
subsidies were the order of the day. The Belgians—more 
fortunately placed after the war—chose the incentives of 





““E the well filled shop, the spurs of a laisser faire economy, 
“E and the more indirect control of a mobile bank rate. 
"“., Union could go forward only when the Belgians moved 
‘d toward dirigisme or the Dutch lost their reluctance to 


leave recovery to the free play of competitive forces. 


«x 

As Holland got on its feet, the Dutch gained confi- 
dence, and step by step they abandoned most of the 
controls that seemed to a stricken country essential 
for salvation. Indeed, most of the adjustments between 
the two economies have come about as a result of Holland 
moving closer to the Belgian viewpoint: rationing and 
food subsidies have been jettisoned, bank rate has been 

tored as a central instrument of economic policy, and 
something less than overfull employment has _ been 
Even in fiscal policy, the Dutch have made the 
tax play a more important role in their Budget 
so as to conform more closely to existing Belgian practice. 

Some may argue that the Benelux countries repre- 
sent an extreme case, that elsewhere on the continent 
the problem of creating the right economic climate does 


accepted. 
turnover 


not exist and therefore should not be elevated to a first 
principle. But to realise its importance, it is only 
necessary to visualise a hypothetical Franco-German 


union. Would France—to cite only one issue—be will- 
ing to adopt, if the need arose, a deflationary policy on 
the scale acceptable to the Germans ? 

A second condition for union is that the foreign trade 
accounts of each partner should be in balance, at least 
with the non-dollar world ; if they are out of balance, 
union throws an exhausting burden on the shoulders of 
the solvent partners. Until recently the yawning deficit 
in the Dutch balance of payments was the biggest single 
problem that confronted Benelux. Even before the first 
halting teps could be taken toward union, it was neces- 
sary for Belgium and the United States to bolster the 
Dutch economy with credits and grants 


Krom a variety of causes the Dutch economy has been 








transformed. Instead of running a vast deficit, Holland 
is now steadily building up its gold and dollar reserves 
This recovery has not continued long enough to be 
taken for granted as a permanent phenomenon, and tl 
acu Belgians have therefo: ‘-d away from any su 
thougig Tey love aS a] { their reserves. ‘] 
gium telu reinforced b } i any 1 - 
ave leg Na hod to p ring dollar crises tl 
as Wem lave | vorld [94 
yurden A ! ) ld-be part I nust . 
enelue abl me semblance of equilibrium between 
romis™ their costs, pri ind wages. Calcul :ted at current rate 
on bag Of excha average earnings in Belgium are approx 
id ha mately so per cent higher than those in Holland. About 
nation™ Dalf of this difference reflects Belgium’s higher produc- 
leraliss™ tivity ; the rest is due in a large measure to the high 
nion. Prices paid to Belgium’s protected farmers. Holland 
he fis 2480 contributes to the disparity by keeping its wages at 
ould bg @ Somewhat artificially low level through the retention of 
apatibé ba subsidies and price controls 1 policy that has the 
ind i acking of the Dutch trade unions. 
nd #4 = Theoretically, this lack of monetary balance could be 


Wiped out 


easily by some inflation in Holland and 


quite 
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some deflation in Belgium; but so far neither country 
has shown any readiness to adopt such policies. Indeed, 
any realistic approach to the problem is being dis- 
couraged by indignant howls from injured Belgian 
industries that they are being undercut by their Dutch 
competitors, who are blamed for paying low wages. The 
two governments have now brought together both parties 
to devise a solution by themselves. The result might 
well be the formation of a series of cartels that would 
effectively prevent any move towards that specialisation 
which was one of the prime objects of the union. It 
might even discourage the initial moves in this direction 
that have already begun. 

The Benelux nations have made substantial progress 
toward realising the first two conditions for a worthwhile 
economic union. In large measure their success is due 
to Dutch endeavour. The third and perhaps most 
crucial test is now at hand and it appears to call primarily 
for action by the Belgians. Their task, it is true, is not 
easy. The postwar world has yet to produce a govern- 
ment that dares to risk annoying, let alone antagonising, 
its peasants and farmers. In the present circumstances, 
however, the Belgian Government has at least a mora! 
obligation to attack such an obvious barrier to union. 
The attempt might not wholly eliminate the wage and 
price differentials, yet without making it the Belgians are 
hardly in a strong position to urge Holland to inflate its 
wage and price structure. It would be a great pity if, 
this stage, Benelux does not muster the courage necessary 
to carry out the original intent ; failing this, there is a 
real danger that the distortions that existed in the two 
economies before the union will be left undisturbed and 
merely papered over by empty agreements. 
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NOTES 


The Next Election 
The more the Conservatives study their by-election 
victory at High Wycombe, the more they like it. They 


and there is evidence on their side, that it indicates 
the mood of the marginal voter throughout the country ; and 
they believe, again with evidence, that this mood springs not 
only or mainly from fresh distrust of Mr Bevan, but also from 
a positive liking for the Government’s policy. The voters 

who have been angered in the past year are those who would 
certainly vote Labour anyway ; the rest give the Government 
credit for the improvement in the balance of payments, for 
more houses, for Mr Butler’s Budget and so on. 


believe, 


This belief, contrasting so sharply with the hostility that 
the Tories encountered earlier this year, has set some of their 
more belligerent members wondering whether there is not a 
strong case for an appeal to the country next year. The 
spring, it is true, usually finds governments at a low ebb. But 
after the Coronation ? By then, it is argued, the electorate 
would have a fair experience of modern Toryism in practice ; 
11 might give the Conservatives the adequate majority denied 
1© them last year, they believe, only because of the warmonger 
cry. 

These views do not, however, appear to have the support 
of the party strategists. Mr Butler’s declaration on Wed- 
nesday that he felt in his bones that the next election would 
be long delayed may have been more an afterthought than a 
carefully calculated statement. But it fits in with the present 
ideas of the party’s high command. A government must 
have a sound reason to give the electorate if it decides on a 
general election early in its term of office ; otherwise it is 
vulnerable to the charge of being afraid of what the future 
bring. The Conservatives’ parliamentary position does 
not supply an excuse. The Tory Whips have found it much 
easier tO maintain an adequate majority in the House of 
Commons than they dared to hope. The immediate reason, 
it is true, is that their discipline has been strict, and Labour’s 
discipline somewhat slack. But this is unlikely to change. It 
is a reflection of the adequacy of the Government's voting 
margin, rather than a cause of it. 


Ww 
will 


Many speculations are being brought into consideration. 
If Mr Churchill were to retire after the Coronation, and Mr 


Eden were to take over, the new Prime Minister could claim 
the right to put his administration before the country. Mr 
Churchill has, however, given no clear sign of resigning next 
year. His intention, so far as can be deduced, is to carry on 
as long as he is fit enough to play a full part in the Govern- 
ment. The timing of an election would in any case present 
Mr Eden with a problem. June would be ruled out because 
of the Coronation ; July, August and September are excluded 
they are holiday months. That would mean an 
autumn election, when the warmth of the Coronation festivi- 
ties had worn off and another winter loomed ahead. 


because 


No one can say how things will look six months from now. 
Rut for the present, there are two things to record. On the 
one hand, many Conservatives do now think of the next 
election in terms of an opportunity they might take rather 
than a defeat that might be forced on them. But in ied of 


this, the odds are on Mr Butler’s side—as far as present 
indications go—in his belief that there will be no early 
election. 
* * * 

Labour’s Middle of the Road 

In the poll for the dep oh gereagem of the Parlia- 
mentary Labour Party, announced this Mr Morrison 
duly defeated Mr Bevan by the eaeieaen aguie of 194 
votes to 82. Bevanites are entitled. however, to claim 
that they did better than they expected to do. In addition 
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to his usual body of somewhat over fifty supporters. the 
vote for Mr Bevan probably included a few persona! foes 
of Mr Morrison’s. The most important reinforcement for 
Mr Bevan seems to have come, however, from some of those 
who regard themselves as being in the middle of the road 
in the party struggle. 

In practice, the behaviour of this centre group has been 
not to go safely in the middle but to lurch from side to side. 
In the spring its members intervened to prevent disciplinary 
action against the Bevanites after their revolt in the defence 
debate. Last month they jumped the other way and sup- 
ported Mr Attlee’s demand that the Bevanite “ party within 
a party” must be brought to an end. If they have now 
lined up (for the time being) against Mr Morrison, that is 
evidence of Mr Bevan’s weakness rather than of any 
unexpected strength. The centre group is not looking for 
the winner. Its aim is to hold the two wings of the party 
together, and for that purpose its members are willing to 
shift their weight to whichever side seems to have become 
relatively weaker. They presumably feel that the new confi- 
pees of the Right needs to be curbed if Mr Bevan is not 

» feel isolated and take up a more intransigent attitude 
The wisdom of this strategy may be open to doubt. but it 
certainly does not mean that Bevanism has gained new 
adherents. The extra votes were a gesture made precisely 
because Mr Morrison’s success was not in doubt. 

They are also, however, an indication of what may happen 
inside the Labour Parliamentary committee, the twelve 
members of which are now due to be elected. Mr Bevan 
will almost certainly, and Mr Harold Wilson may. gain ¢ 
place in this shadow cabinet. If the middle-of-the-roaders 
also capture a seat or two, Labour’s policy in this session 


may well follow a more zigzag course even than it did in 
the last session. 
* * * 
Back from Kenya 
Mr Lyttelton’s statement in the House of Cr mmons at 
the end of last week accurately reflects a return of confidence 


in Kenya. But, as he emphasised, this does not mean thal 
the emergency can be ended quickly. All that has been don 
so far is to take the first shock of the outbreak of violence 
among the Kikuyu. The resources at the disposal of the 
Kenya government are slender, in relation to the a 
of the problem, and it has done well. The first phase of its 
immediate measures was to arrest, under emergency powels, 
those suspected of leading the Mau Mau organisation : the | 
second has been to increase the number of troops and polit § 
—many of them special volunteers—on patrol in the wots! 
areas. The next step will be to expand the regular polit 
force and to increase the number of permanent police pos! 
in the Kikuyu reserve 









These emergency measures are necessary t pers 
breakdown of public order; much ground will have to 
regained before the causes and effects of Mau Mau terroris 
can be considered and treated dispassionately. But to begi 
at once the preparation of longer-term measures is as essentia 
as that arbitrary arrest and strong police action should & 
curtailed as soon as possible. 












What those longer-term measures are to be is by no meaft 
clear. The new Governor of Kenya, Sir Evelyn Baring. é 
man with long and intimate experience of Africa, recent 
suggested that steps should and would be taken to increas 
the rate of economic advancement of the Afr Mr 
Lyttelton, however, told the House that economic probless 
have no part in the emergence of Mau Mau. He is igh 
in so far as Mau Mau is a product of the impact of whit § 
Civilisation on tribal life ; it reflects the poverty of educav®§ 








ican. 
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and the lack of adequate political leadership among the 
Africans themselves. But this social problem is also rooted 
in land hunger, and it will be one of the main tasks of the 
forthcoming East African Royal Commission to suggest the 
proper economic as well as political reforms. The case for 
nominating the members of that Commission as soon as 
possible, and for including at least one African among them, 


rows stronger every day. 


5 


Mr Eden’s Entry 


There has been a transformation scene at the United 
Nations Assembly this week. After nearly a month of halting 
and largely sterile debate between unyielding Russians and 
Americans, the delegates of the sixty nations have 
; been presented with so much meat that they can 
cele it all at once. The change was brought about 
by the American elections ; but the most striking result of 
these was not a clarification of American policy, but the 
appearance at the Assembly of Mr Eden and M. Schuman. 
Both statesmen at once delivered impressive speeches, and 
their Rist was the signal for the resignation of the 
y-General. Mr Lie startled the delegates; M. 
Schuman brought them up short ; but Mr Eden’s address, 
despite its quiet tone, may well prove the most telling of the 
three statements. 


a 
sud der 


= 


Indeed, the importance of the Foreign Secretary’s speech 
lay in this very moderation. It is not easy to define the 
distinctive quality that he brings to the international forum, 
but it is impossible to ignore it. As on the occasion of his first 
intervention in United Nations affairs last year, delegates who 
listened to Mr Eden on Tuesday were left with the feeling 
that something had been added to the atmosphere of the 
Assembly that was not there before. This was due not 
imply to the skill with which he presented his four principles 
for the solution of the deadlock over prisoners in Korea. His 

that no reasonable person could want to see 

soners either forcibly detained or forcibly repatriated was, 
indeed, a masterly reduction of a complex issue to the level 
common sense and humanity ; but there was more 
to the speech than that. It was a reassertion of the values 
; of diplomacy against those of propaganda and 
tuperation. Few of Mr Eden’s listeners can have failed to 
contrast his manner with that of Mr Vyshinsky, who can 
hever resist the temptation to play the prosecuting counsel 
uring confession of guilt and the maximum 
seems that every time Mr Eden visits the 


arevument 
bey sh IUiit 
l 
I 


nr 


yrdinary 


hy 
sentence * 
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Asser nbly, t 


he Soviet delegate is made to cut a very poor 
figure. Unless the advocates of peaceful co-existence are 
prepared to lose even more ground in these uneven contests 
between diplomat and attorney, Moscow will soon have to 
teplace Mr Vyshinsky 
te te * 


30ws Out 


Nations 


Irygve Lie 


Assembly was clearly shaken on 


Monday, when the Secretary-General announced his inten- 
tion of resigning. Some attempts have been made to link his 
lecision with the difficulties raised for him by American 
‘torts to smoke out allegedly Communist members of his 
te but these are obviously wide of the mark. 
Mr Lie himself says that he reached his decision during the 
summer ; he ided it to the President of the Assembly at 
ib Gites ; f ‘ 


ig of this session, delaying a public announce- 


Ment only until the foreign munisters of the five Great 
Powers hould all be in New York. He feels that by with- 
trawing at this stage he may help to facilitate new agree- 
nent “| n them. He had good reason for believing this, 


xX throughout the past two vears the Russians have flarl 
existence, and he has thus been 


hinde “1 . i ° Se nal ! $ | 


| liaison between govern- 
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ments which is an important part of his functions. Yet it is 
doubtful whether a new Secretary-General would be any 
more successful in this direction or, indeed, whether the 
member nations can agree in present circumstances on 
appointing a Secretary-General at all. 


Mr Lie’s resignation will at least draw attention to the 
often forgotten fact that the servants of the United Nations 
are human beings. The Secretary-General, in particular, has 
for seven years been required to exercise a superhuman 
objectivity and restraint, while serving as a unique Aunt 
Sally for brickbats from every quarter. He has been 
denounced both for inactivity and for unwarranted inter- 
vention, described as a partisan of Moscow and an agent of 
Washington, branded as a dangerous visionary and an over- 
paid parasite. He has had to try to operate a cumbrous 
mechanism, designed on the assumption that there would be 
at least some degree of unity among the major powers, in the 
most bitterly divided of worlds. 


Mr Lie may have made mistakes in the course he has 
piloted through these dangerous years, but he has consis- 
tently striven, with a good deal of Scandinavian common- 
sense and patience, to make the United Nations work on a 
practical, down to earth basis. He deserves a share of the 
credit for its successes, and little of the blame for its failures 
If he now feels the need to relinquish a task that has brought 
him much frustration and little thanks, he can hardly be 
blamed. But there will be few enthusiastic candidates for 
the vacancy, and scarcely one who would be acceptable to all 
parties, as Mr Lie himself was in 1946. This is by no means 
a fatal blow to the United Nations ; but it may prove a 
salutary shock for some of its members. 


* * * 


German Citizen Soldiers 


Herr Blank, the former trade union official who has been 
in charge of the embryo German Ministry of Defence since 
its inception, has given a reassuring broadcast account ol 
what he called the future “ European soldier of the German 
nation 1 that this new type of soldier would 


He repeated 
be a civilian in uniform, who would not live the lite of 


a caste apart. Regulars and conscripts will keep thet 
voting rights, and will be given education in politics and 


current affairs as well as training for civil professions. More- 
revolutionary change for Germans—they will be 
expected to wear mufti when off duty. Prussian-style drill 
will be reduced to the minimum, and the greater part of 
training will be for combat. The only difference of opinion 
inside his office, said Herr Blank, was about the extent to 
which these reforms could be made to square with miulitacy 


over—a 


needs. 
Herr Blank revealed that the German contingent will 


require 22,000 officers, 


1 
i 


including about forty generals. (As 
iere are no brigadiers in the German army, this figure mus 
generals and brigadiers.”’) 
about 80,000 NCOs and long-servicemen will 


How many of these cadres would have to be 


* 


be translated into British terms as “ 
In addition, 
be needed. 
taken from volunteers of the old regular Wehrmacht was 
not stated, but clearly the majority will have to come from 
this source. Democracy can only be defended by democrats 
declared Herr Blank very rightly. For this reason, a com 
mission of “impeccable personalities” will investiga 
applicants for all the key posts, and will work out rules fo 
volunteers, including their allegiance to the democratic sta 
Moreover a0 — irches, youth organisations and trades 
unt vill form an advisory committee that will be consulted 
about ai nature of the new Wehrmacht. 


[It cannot be said that Dr Adenauer, Herr Blank and his 


colleagues are not taking care to start the new German army 
yn the right line The decision to be slow and safe in 
the selection of the top canks ts very wise. But the NCOs 
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and lower ranks of officers are not, it appears, to be combed 
so thoroughly as the generals, although they may be just 
as important in their influence over the soldiers. The 
reformists are indeed faced with the difficult problem of 
choosing between a slow and cumbrous process, and of 
setting up an army within a period of two years. If the 
excellent principles that have been laid before the German 
people are to be observed, it is clear that a much longer 
period will be needed. For real success, a new generation 
of European officers and NCOs will have to be educated 
from raw material. , 

* * * 


More Houses at a Price 


The monthly instalment of Mr Macmillan’s success 
story reached a few climax last week with the publication 
of the housing returns for September. In the month 22,323 
permanent houses were completed in Great Britain; this 
was more than in any other month since the war, and over 
5.000 more than in September of last year. The total 
number of houses completed in the first nine months of the 
year was 171,093, compared with 139,966 in the same 
months of 19§1. 

The Minister’s elation at this result will 
tempered, however, by the publication this week of the third 
report of Mr Girdwood’s committee on the cost of house 
building. This shows that the average cost of a three- 
bedroomed local authority house continued its steady rise up 
to the end of 1951 and has since been checked only because 
houses of a smaller floor area have been built. The com- 
mittee accounts for the increase—from £1,321 in October, 
1949, to £1,450 in October, 1951—as follows ? a rise of {40 
in labour costs, £136 in materials costs and plant charges, 
and {£16 in overhead charges and profit—partly offset by a 
saving of £63 due to economies in design and specification. It 
can find no evidence of higher productivity, which is still 
20 ner cent below the prewar level and has shown no 
improvement since 1949. When the committee commented 
on this fact in its last report it recommended that incentive 
schemes should be more widely adopted, but it can find no 
evidence that this has been done. According to a survey by 
the Ministry of Works in June, 1951, incentive schemes were 
being operated on less than a third of the housing sites— 
fewer, apparently, than in 1949 when the committee estimated 
that about half were built under incentive schemes. 


Interruptions in the flow of building materials can no 
longer be blamed for low productivity in the building 
industry. Habits of work very easily become fixed and the 
present rate of working has been sanctified by seven years’ 
usage, and fossilised by a demand which, for political reasons, 
is unaffected by rising costs. The subsidised rent of an 
average three-bedroomed house could be reduced from 21s. 
to 18s. 4d. a week if the building cost of a house could be 
reduced by £150. The tenants of council houses must b!ame 
the building workers if economies of this size can be secured 
only by building the smaller houses that Mr Bevan has 
called rabbit hutches. 


LIVING WITH THE DOLLAR | 


Can the world ride over the dollar shortage 


towards freer trade ?— This problem lies squarely 


before the Commonwealth Prime Ministers’ Con- 


ference and the new Fisenhower Administration. 


It will be discussed—and detailed proposals for a 


way out will be formulated —in a special section 


of next week's issue of The Economist. 





no doubt be 
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Lowering Wages Sights . 

The signs of good sense in wage claims have increased § ° 
from week to week ever since the engineers and shipbuilders § ' 
decided not to press for the £2 a week that they originally J * 
asked. Last week, after both employers and unions had § ° 
climbed out of the last ditch, the dispute came peacefully to fF 
an end. The offer of 7s. 4d. a week more for engineers and f° 
7s. 6d. for shipbuilders was accepted by the executive council] F ! 
of the unions—so far without protest from any of the local : 
branches. There was a rumour that the much threatened : 
ban on overtime and piecework would be put into operation , 
on Clydeside, but work has continued as usual. 7 


On the other hand, there has been some growth of the ¢ ¢ 
miners’ protest against the Porter Tribunal’s refusal of a wage § jr 
advance ; 22 pits in South Wales, against the advice of their F 
leaders, have refused to work the voluntary shift. This is — ¢ 
not due to any special degree of hardship in their area. There F h; 
are several coalfields in which average week!y earnings | bh 
(including concessions) are less than the {10 8s. 9d. earned | re 
in South Wales, but its miners have always been among the F se 
most militant. There was also a pit strike in Scotland last 
week, but in the rest of the country the miners have been f 4 
content to await the result of new negotiations between the i 
Coal Board and the union—especially as one grievance has § p, 
been met by the Board’s agreement that miners who have 
a “reasonable excuse ” for missing a shift ‘shall not forfeit § ,,, 
the bonus paid for a full week’s work. Last week a delegate de 
conference instructed the union executive to ask for an 
increase for the lower-paid workers. 

It has seemed likely all along that the Board would allow 
a reasonable increase, but the miners had insisted on going § Te 
to arbitration on a claim for 30s. a week. The tribunal's 
award seemed at one point almost to favour an increase for 
lower-paid workers, saying that there might well be somef to 
hardship but that this was no argument for a general increase. § in 
On the other hand, the tribunal urged two arguments for not § fev 
giving any increase at all: first, that wages should not bef cle 
raised to cover minor increases in the cost of living ; and, Pez 
secondly, that the existing agreement should not be altered F has 
while the wages structure is under review. How far the Cod § tts 
Board will be influenced by these arguments—a meeting with f Ru 
the union was being held on Friday—is not known as The cen 
Economist goes to press. But it seems likely that it wil f the 
discount the first argument because cost of living increases § a, 
have been given in other industries ; and that it will discoum § cha 
the second because negotiations to revise the wages structurt § 4 n 
have been going on for a year and have made little progress: § Od 
to ask the miners to wait for their successful conclusion if dur 


to ask rather a lot. In any event, it seems right that mode — 7 
tion should receive its moderate reward. tion 
scal 

* * * b spe 

B pha 

or 


Misusing the Index 
$ Nati 


Throughout the parliamentary debate on the Addresf inde 
the cost of living index has served as party ammunition 2§ Con 
a way that remains regrettable even though it is far, {rot be 
surprising. It has been treated as a barometer measurilf®argy 
the converse of the standard of living: the higher the ind@§} com 
the lower, automatically, the standard, and the blacker thet §—if 
fore the record of the Government. Certainly it is not nati 
the Conservatives to grumble at this misuse of the indetarch 
they made enough play with it themselves when they We'@ y, 
in opposition. By now, however, both sides might have beg p. 4, 
to learn the mutua! benehts of accuracy. Own 

Even apart from the notorious technical difficulties and 
index building, no index of consumer prices can in pres@gon ri 
circumstances act either as 2 true barometer of living sagthe § 
dards or as a measure of inflation. Consumer prices ! these 
welfare state cover only a part of each citizen's real expen? —ampo 
ture. Forty per cent of the British national income ” ithe « 
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sbsorbed, via taxation, in the provision of communal benefits 
and the meeting of communal obligations ; the costs of these 









: things do not appear in any index whatever. Without any 
. change in the real relationship between total income received 
Y § and total standards enjoyed, an index based on consumer 
d prices alone can, and indeed must, fluctuate with every 
© ff change in’ the frontier between communal and individual 
d provision. One can always pull it down by increasing taxa- 
lB tion on something that does not enter the index, using the 
al proceeds to subsidise something that does ; and to reverse 
od this process is, inevitably to push the index up again. So 
DF ecomplete, in fact, is the divorce from reality that an increase 
in taxation which took ten shillings weekly from every 

he itizen’s pocket would be accompanied by a drop in the 
ge aes, with appropriate political kudos, if at the same time 
eir subsidies were increased in order to save one shilling on 
is § everyone’s weekly expenditure. Today, while net incomes 
ere F have gained by the tax cuts and increases in social security 
ngs f benefits, made possible by lower food subsidies, the index 
red f registers only the countervailing rise in food prices—and still 
the f serves, accordingly, as a stick to beat the Government. 
last It is no use blaming the index ; one does not expect the 
een Air Ministry thermometer to measure the nations’ fuel 
the supplies as well as to indicate the climatic call upon them. 
has F But an honest acceptance of its limitations would—at the 
ave § price of overcoming some temptation to the making of facile 
eit B party points—help to bring more realism into economic 
gate F debate. 

an 

ik * * 

low 
oing § Technocrats Around Stalin 

nals 
e for Among the crowds which gathered in Moscow last week 
some to listen to official speeches or flocked to watch the parade 
ease. in Red Square to celebrate the anniversary of the October 
r not & fevolution there were probably only a few who could recollect 
it bef clearly the birth of the Soviet Republic of Workers and 
and, § Peasants. The Soviet state is approaching middle age and 
tered § has just celebrated its 3§th birthday. Those who remember 
Cod § its infancy must now be at least in their late fifties. Indeed, 
, with Russians were reminded that for about a quarter of a 
; Th § century they have been living in the Stalinist era. Since 
t wil the bulk of the Soviet population is the product of that 
reases@ ¢'a, the insistence on this occasion on the international 
coun § Character of the October revolution may have struck them as 
actu § 4 novel departure, but it evoked no special memories. For 
ores: Older citizens it must have recalled the bitter controversies 
jon s— during Stalin’s rise to power. 
ode = Thus Pravda, for example, referred to the October revolu- 


an international revolution on the world 
and similar passages figured prominently in all 
F speeches and articles. Yet, in the ’thirties, when the trium- 
| phant Stalin watched over the doctrine of “socialism in 
§ One country,”’ such statements would have smacked of inter- 
nationalist ieee: Now they have again become fashionable ; 
dress indeed, Stalin himself launched the fashion at the recent 
tion “8 Congress, when he declared that Russia has now ceased to 
tC fro be the lone shock-brigade of the revolution. It could be 
asurif® argued that Stalin, at the apotheosis of his power, has been 
e inééBcompelled by a strange stroke of history to allow a partial 
r thet—if only implied—vindication of the prophet of inter- 
not @nationalism, the theoretician of permanent revolution, his 
indet @arch-enemy—Leon Trotsky. 
cy W's Yet the vindication is only partial. Stalin can claim that 
€ De” Bhe has achieved success and spread revolution through his 
sown gg chiefly by the strength of the Soviet Union 
ities Mand by Red 1 Army bayonets. He intends, 
presesgeon relying mainly on these methods. The consolidation of 
ng stil sthe Soviet bloc, the development of Soviet economic might— 
ces inifthese seem to be his supreme objectives. The paramount 
x pent pimportanc e of —- second is well illustrated by his choice of 
Come § pthe chief esman for the October anniversary. During 


Buon as essentially “ 
B scale ” 
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the war Stalin himself spoke on this occasion. Subsequently 
the job was taken over by his chief lieutenants from the 
Politburo: Molotov, Zhdanov, Malenkov, Beria and Bulganin. 
M. G. Pervukhin, who spoke last week, though already a 
prominent party official for many years, was not a member 
of the Politburo and has only now been elected to the party’s 
Presidium. He owes his rise to his ability as an economic 
organiser. He was successively commissar for electric 
power and minister of the chemical industry. In 1950 he 
became vice-premier. Technocrats of Pervukhin’s type are 
now most needed for carrying out the master’s programme. 


* ” * 
No More Rooms for Russians 


The economic balance-sheet for the last two years pre- 
sented by Pervukhin extends and elaborates Malenkov’s 
report on this subject to the recent Congress. It confirms 
the view that the Russians will try to fulfil their plan ahead 
of schedule, particularly for heavy industry. Thus, for 
example, it is claimed that during the first two years of the 
current five-year plan national income has been rising at an 
annual rate of about 12 per cent against the planned rate 
of 10 per cent. Gross industrial production, too, is claimed 
to have advanced at a rate faster than expected: 14 instead 
of 12 per cent. If the present tempo is maintained, the 
figures set for the end of 1955 should be reached at the 
beginning of that year. 


Pervukhin tried to give the impression that this expansion 
has been uniform, both in heavy and light industry. 
On closer scrutiny, however, this claim seems unconvincing. 
While all the basic industries (coal, oil, electricity, iron and 
steel) look like exceeding their annual objectives, and while 
the machine building industry is already producing 40 per 
cent more than in 19§0, the rise in the output of consumer 
goods is chiefly concentrated on foodstuffs. Pervukhin’s 
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data on other consumer goods, such as textiles or shoes, 
are misleading, since they refer to supply and not to output, 
and have probably been inflated by imports of, say, Polish 
cotton goods or Czech footwear. A recent official report 
has revealed that the production of textile machinery is 
lagging badly behind schedule 

Soviet consumer worries little the source 
and for him the acute shortage of housing 
probably remains the main worry. In this respect Pervukhin’s 
report brought him no hopes of immediate relief. Indeed, 
revealed a striking deterioration. In the first ten months 
only about 16 million square metres of 
floor space been built in the towns and some 220,000 
houses in the countryside. Even assuming that the same rate 
will be maintain sd in the two remaining winter months, total 
building this year will amount to about two-thirds 
of last year’s level and will be lower than at any time since 
1947. In rural areas war damage has not yet been completely 
made up, and in urban areas—where it has—twelve years’ 
obsolescence and the rapid growth and influx of population 
make rapid construction imperative ; the slowing down of 
the tempo of new construction will therefore have painful 
effects on the average Russian. Yet factories must take 
precedence over dwellings, and this is probably the feature 
of the cold war economy that weighs most heavily on the 
oviet citizen. 


about 


{ , } 
ol his goods, 


of the current year 


nave 


S 


The Spanish Main 


It is a long time since a speech from the throne 
ontained references to the need to extend British ties of 


field ship and trade with the countries of Latin America. 
Further elucidation of the “‘ active measures” the Govern- 
nt has promised to undertake in this direction will be 
ited with interest. Evidence of the sincerity of this 


mise is not lacking. Lord Reading, the joint Foreign 
Under-Secretary, has already begun his good will tour of the 
outherly of the twenty American republics ; a party 


an 
businessmen left this wéek, with the blessings of the Board 


of Trade, to explore the dollar-earning possibilities of the 
Caribbean area; and a flight of Canberras is giving an 
impres ap yee ‘tration of British skill and enterprise to 


nd ol Lat: 1 


the new Elizabe 


Americans. But these brie 
‘thans into the once familiar 
hieve much unless they are 


cannot ac supported by a sustained 


nd vigorous commercial effort 
It was unfortunate that, in the debate on the Gracious 
Speech, the task of emphasising the importance of trade > with 


left to Mr Follick. 
to spelling reform, the Fort Knox g 

of his own published works, Mr 
his — after a fashion. 


n Ame: ICa Was 
1 


In between references 
old vaults, and the sales 
Follick contrived to make 
But the manner of his speech was 
such that _ fellow Members can hardly be b!amed for the 
larity which overcame them when | 
of brazil nuts. More accurate gu 
American trade 
newly issued by 


— 


re reached the subject 
on the intricacies 
has been provided in two papers 
the British and Latin American Chamber 
of Commerce and the Credit Insurance Association. As these 
the time for well-meaning exhortation 
vernment’s pledges are to be real! 


idance 


has passed, 
sed the present 


missions must be followed by practical steps to improve 

sipping services and to make it easier for the exporter of 
} ° . 

modest Means to enter a diverse and competitive market. 


A Monopolies Bill in Ireland 


In Dublin the Dail has reassembled for its winter session. 
¢ } 
It meet without Mr de 
TY L. 
Utrecht, 


aroused 


ye.) } kh n ‘ 
Valera, whose absence in 
where he is receiving treatment for his sight. has 


much personal sympathy. In the meantime Mr 


THE ECONOMIST, November 15, 1982 


«< 


Lemass, the deputy leader of the Government, occupies the 
stage. He has introduced a Restrictive Trade Practices Bil] 
which seeks to establish machinery by which freer conditions 
of trade will be maintained. Practices which “ are designed 
to eliminate or restrict competition in the supply and distribu- 
tion of any class of goods or which operate to deprive the 
individual citizen of the right to engage in legitimate trade 
in any class of business ” will be held to be contrary to the 
public interest. A Fair Trade Commission, armed with full 
powers of inquiry, is to investigate complaints of such 
practices and to report to the Minister for Industry and 
Commerce. The commission may make inquiry on its own 
initiative or at the request of the Minister. Any order made 
by the Minister on the commission’s report must be supple- 
mented by specific legislation. Mr Lemass rejected, on the 
grounds of expense and delay, the suggestion that there 
should be a general prohibition enforceable by the Courts, 
He argued that the necessity of parliamentary discussion gave 
a guarantee that any interests concerned would be given an 
opportunity to make their case. 

A highly protected economy, as Mr Lemass pointed out 
(somewhat to the surprise of those who regard him as its chief 
architect), gives every opportunity for the growth of restric- 
tive practices ; and some publicity has lately been given to 
the operation of trading agreements. Our correspondent in 
Dublin reports that the protests of several trade associations 
have strengthened the impression that the Bill is badly 
needed. Certainly it is true that the measure goes far in the 
regulation of commercial activity ; but in Ireland that activity 
has been so largely the result of protectionist policy that ne 
immediately convincing argument can be 
regulation. It goes without saying that 
on the composition of the 
community, parliamentary 
open to obvious objections. 


raised against 
much will depend 
commission ; and, in a small 
discussion on individual case: 

The Bill 


seems, however, a step 


in the right direction and should receive an easy passage. 
At the same time the Irish transport system, which in its 
own way has been a model of restrictive practi 
experiencing its annual crisis. The railway system, which 
was nationalised by Mr Lemass eight years ago, has found 
that increasing costs have more than offset the present state 
subsidy. It proposes to abandon unprofitable bra 


and suggests very drastic limitations on the right of private 
1S 


concerns to carry their goods by road. Acceptance of these 


ip neeege would almost amount to a return to the condition 
of 1914, last year in which a fundamentally une 
railway ne could be run at a profit. There is room for 
suspicion that these proposed Irnitations have deliberate 


been made so drastic in order t 
transport problem, but 
ready-made solution. 


there does not appear to be any 


Insurance in the Air 


last week to the claim 


the former MP, against 


There was an unsatisfactory end 
for damages by Mr T. L. Horabin, 
British Overseas Airways Corporation. In January, 194 , Mr 
Horabin was a passenger in a BOAC aircraft that took of 
from London Airport at 9.50 a.m. for Lagos. After flyin 
France for most of the day, it ran out of petrol ant 
crash-landed near Ashford, Kent, just after 4 p.m. in Ut 


Over 


_ rn — Some of the occupants were killed. Mr Horabi 

was badly injured and sued the corporation for damages. 
Unlike most other purveyors of public transport, 0 

owners of an aircraft on a scheduled run are not norma 


liable to meet ae full dina suffered by their c 
in any accident due to plain negligence. The Carriage by At 
Act, 1932, which gives statutory effect in this country ! 
the Warsaw Convention of 1929, makes the operator liadé 
for any damage to passenger and cargo during flight. but 02 
n gold francs and worth now # 


up to a limit fixed originally i1 
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British currency about £3,000. Only if the damage was due 
to ‘‘ wilful misconduct” can a passenger recover damages 
based on his full loss. In this action, Mr Horabin, whose full 
damages had been agreed, subject to liability, at over 

11,000, set out to prove wilful misconduct. The jury (of 
whom, by chance, Sir Wilfrid Eady, late of the Treasury, 
was foreman) heard a most careful summing-up by Mr Justice 
Barry and had the aid of further speeches from counsel on 
both sides. But it found itself quite unable to decide whether 
the facts of the accident amounted to wilful misconduct on 
the part of the air crew or not. And, reading the legal defini- 
tion of wilful misconduct, it is not hard to see why. Mr 
Justice Barry said “. . . it is not easy to apply (the conception 
of wilful misconduct) to the facts of any particular case,” 
which may be regarded as an understatement. The jury were 
discharged and Mr Horabin, faced with the cost of a new 
trial, accepted the fixed damages payable under the conven- 
tion. 

The case has two unsatisfactory features. First, it is hard 
to justify the limitation of the right to claim damages for 
death or injury on air travel to £3,000. Such a figure is 
probably now an underestimate of the value, in terms of full 
legal damages, of the lives of at least three quarters of those 
who travel by air; it is very doubtful whether many 
passengers know that they are underinsured to this extent. 
Secondly, it is unsatisfactory that a passenger with a sub- 
stantial claim, and at least some reason for thinking that 
there has been wilful misconduct b§ the air crew responsible, 
should find the law in a state that defeats a normal jury. 
No air transport company can be blamed for fighting a claim 


based on “ wilful misconduct.” It is a pity that operators 
are forced into that position, but they could meet it by provid- 
ing for their customers an insurance cover that would be 
adequate. Accident insurance for air travel is now on a solid 
enough basis for its premiums to be neither frightening nor 


nrohnih ve 
PLUILUOILIVE, 





Cold Light on Purchase Tax 


The latest Fabian research pamphlet* is something of 
a curiosity. It is less politically tendentious than many 
pamphlets that claim to be quite free from bias of any kind. 
It is a rather academic but very well-written survey, part 
historical, part analytical, part speculative, of the purchase 
tax as an element in the fiscal system—that is, as a money- 
raising device, a planning instrument in the general sense, 
and a means of inducing particular changes in consumption. 
The survey is acute and well-balanced, and should be found 
useful by students as a simple but intelligent introduction 
to a wider range of fiscal facts and theory than its title 
implies. 


As the statement of a Fabian, or even more generally 
Radical, viewpoint, it is more salutary to Socialists than novel 
to others. The author’s summary of the possibilities of 
purchase tax as an instrument of economic control gives 
overwhelmingly an impression of the difficulties, of the 
incalculable and undesirable side effects that may come not 
only from fiscal intervention but from any kind of control 
beyond the broadest influence on the economic climate. 
Dealing with the impact of changes in purchase tax on 
consumption, on the economics of allied products, on exports, 
on the distribution of real incomes, Mr MacMahon comes 
irresistibly to the unstated conclusion that any attempt to 
use it as a means of swift adaptation to changing circum- 
stances is equivalent to playing polo on an eiphant. The 
thing simply cannot be made sufficiently manozsvrable. The 
reader, taking a line through his specific arguments, can 
hardly help reaching a similar conclusion about centralised 
planning in general. The Fabian Society should keep an eye 
on Mr MacMahon ; he is a dangerous heretic. 


* The British Purchase Tax By C. W. 


Society and Gollancz. 28 pages. -Ls. 


MacMahon. Fabian 
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Japanese Rearmament 


In Japan, as in Germany, the resurrection of armed 
forces is now going on apace, and political complications 
of a similar kind are involved. It is impossible in either 
country to rebuild national fighting services without making 
use of the abilities of former professional officers, and it is 
difficult to bring them back without rehabilitating to some 
extent the old militarism. This means more in Japan than 
even in Gerinany, since the political influence of the army 
was much more direct and was exerted independently of any 
political party. Fear that a new army would inevitably revive 
the old military spirit has inclined most Japanese liberals 
since the war to oppose any rearmament of their country. 
But it is generally felt to be a national humiliation that Japan 
should be incapable of self-defence, even if the United States 
were willing to undertake full responsibility for its protection. 
The Americans on their side are not willing to undertake it 
unless the Japanese also do something to help themselves. 
In any case, the United States cannot keep in Japan garrisons 
strong enough by themselves to beat off a strong initial attack 
from the mainland ; American aid in full strength would take 
several weeks to arrive across the Pacific. There must be 
something on the spot to take the first shock. 


To provide a component for such a force, Japan now has a 
National Safety Corps (originally organised by General 
MacArthur as the National Police Reserve) of 110,000 men 
under officers most of whom served in the old Imperial Army. 
Equipment to make this into a first-class fighting force is 
being provided by the Americans. The naval and air arms 
































Old Europe and Young 
America 


The latest advices from the United States have brought 
us news of the death of Mr Webster, Secretary of State. 
His decease, at the age of seventy, has caused a great 
sensation in the States. All the papers appear in mourn- 
ing for him and all parties concur in his praise. He is not 
to be honoured, like Wellington, with a national funeral, 
but, while foreigners know little of his services, he held 
a high place in the estimation of his countrymen... . At 
all times aged heroes—the links of the past with the 
present—have passed away; but so many have recently 
been taken from the world that society seems bereaved 
of those who in England and America connected the 
present condition of society with the great revolutions 
which established the independence of the latter, and 
compelled the former to submit to almost unexampled 
national sacrifices. Mr Clay and Mr Webster were the 
younger contemporaries of the men who figured in the 
American revolution, and the Duke of Wellington was in 
Parliament and in office with those who \began the war 
which he so gloriously concluded. If in losing them we 
lose the’ connection with the past, future progress is 
probably accelerated by the natural severance of ties which 
affection and habit made us wish to continue. Mr Webster 
being more of the old school of politics than any living 
American statesman, was- more European than they are, 
and was a favourable conductor for dispersing in peace 
the somewhat opposing political influences of Old Europe 
and Young America. As the statesmen disappear from 
that continent whose policy was in a measure formed by 
those whose birthplace was Europe, and as its new and 
vast power inspires new maxims, we may expect a still 
greater divergence in America from the policy of Europe. 
There is a grow-ng separation in their political systems; 
but commerce is rapidly increasing the bond between 
them, carrying forward Old Europe with Young America, 
and keeping them together more by the old advancing 
with the young, than the young becoming stationary. 


Che Economist 


November 13, 1852 
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are at present lagging far behind the military development - 
this is partly because of the very limited financial resources 
which Japan can spare for rearmament, but partly also because 
these are the forces which the United States is best able to 
contribute to the defence of Japan. The Americans—with 
memories of Pearl Harbour still only eleven years old—are 
not anxious to see Japan possess overseas striking power, 
Plans are being made for a small fleet to include light cx 
and destroyers, but no aircraft carriers. 


There are signs of a desire among the restored m 
and naval officers to attain for Japan complete self-sufficiency 
in defence, which would not only raise their. own prestige 
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within the country, but would also provide conditions for an 
independent foreign policy, perhaps of the kind formerly 
favoured by Hirota and Tojo. It is very unlikely, however, 
that funds will be forthcoming for the more ambitious 
rearmament projects; self-sufficiency in defence would 
require budget appropriations about six times the present 
figure. 
+ . - 


Franco Knocks at the Door 


The rules of the European and Atlantic communities 
still keep General Franco away from their front doors but 
there is increasing activity around the back. Strong rumours 
that a long awaited military and economic agreement between 
Washington and Madrid is virtually concluded merely under- 
line the extent to which Spain is reasserting its position. A 
bilateral Franco-Spanish agreement just signed in Paris will 
lead to a considerable expansion in trade, especially with 
regard to Spanish imports of rolling stock. Spain has also 
been re-emphasising its traditional ties with Germany, as 
was shown by the affectionate and martial welcome extended 
in Madrid to the new German ambassador, Prince Adalbert 
of Bavaria. More important is the conclusion of a Spanish- 
German trade pact which provides for an exchange of goods 
amounting to some DM4oo million for the period 1952-53 
Germany will be exporting machinery and receiving valuable 
ores such as wolfram. On the whole, it looks as if Spain i: 
trying to force the American hand by showing that it has 
old friends in Europe and strategic materials to contribute 
towards the common defence. 


General Vandenberg’s recent visit to Madrid appears to 
have clinched the negotiations between the United States 
and Spain which, in their latest stage, had dragged on since 
March. The American Navy is interested especially in 
making Cadiz a first line port and in the further develop 
ment of Cartagena. The Air Force is interested in setting 
up three major bases, one of which would result from an 
expansion of Madrid’s commercial airport at Barajas. In 
exchange, Spain would finally obtain the release of $125 
million allocated by the Mutual Security Agency subject to 
the ratification of an agreement, As most of this money wil! 
probably be devoted to the development of Spanish road 
and rail transport, strategic interests would be directly served. 


Two main factors have, so far, been impeding relation: 
between Spain and the Atlantic powers. In this country. 
particularly, there has been a good deal of legitimate distaste 
for dealing with the Caudillo, and in the United States there 
has been some doubt as to the value of Spain’s contribution 
Spain now seems to be slowly overcoming memories and 
prejudices arising out of the Civil War, and the generally 
accepted arguments for working with Marshal Tito have 
weakened the Case against working with General Franco. A 
Republican administration, moreover, with its emphasis on 
Strategic concerns and the strengthening of all anti- 
Communist ties, will not long resist the blandishments of 2 
ruler who so recently proclaimed himself as “the first 
European to engage in battle against Communism.” British 
opinion cannot ignore this fact or the hankering after unholy 
alliances revealed in recent statements by Marshal Juin, or in 
German remarks about renewing old Madrid-Berlin ties. 
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Designers of Interiors oe 


4 , es KENSINGTON - LONDON 
x 
as ani 1983 EXPERIENCE gained over many decades in the design of 
interiors and the actual production of fine furniture together x 
with suitable floor coverings and textiles, enables Story’s 


—SO advertisers get more Contracts section to give competitive estimates on a high 


level of quality and design, both in English Traditional styles * 


circulation than they buy and in the Contemporary manner. 


Since 1945, Board Rooms, Directors’ and other offices, * 
reception halls, showrooms, restaurants, canteens, residential 


e N 1949, The Reader’s Digest had a 300,000 circulation. This staff quarters, etc., have been successfully executed (many in + 
year—it has a guaranteed 700,000 average net sale. And collaboration with the clients’ architects) for over 30 notable 

organisations, including Martins Bank Ltd., |.C.l. Ltd., Tube 

Investments Ltd., Kuwait Oil Co. Ltd., Kodak Ltd., Cyanamid * 


\dvertisers gain handsomely from this rapid rise. This Products Ltd., Dunlop Rubber Co. Ltd., Patons & Baldwins Ltd., 
autumn, for instance, they are getting about 100,000 circulation Lever Bros. & Unilever Ltd., Ind Coope & Allsopp Ltd. 4 


per month free. 





sales are still piling ap. 


They've had a bonus, in fact, each year since The Reader’s 
Digest accepted advertising—for the page rate is based on a 
conservative guaranteed sale which has always been exceeded. 


READ IN THE HOME 


Research shows that The Reader’s Digest is read at home by 
90 per cent of its readers. They’re people of above-average 
purchasing power, too. The Reader’s Digest is skilfully edited to 
carry your message to both men and women, and page rates for 
advertising space compare very favourably indeed with rates 
ior other magazines. 

COLOUR VALUES 


Full colour pages in The Reader’s Digest are extra good value, 
lor the colour rates are less than 30° above black-and-white. 
r consumer goods from cars to clothes, groceries to gas 
‘kers, colour has proved its power to sell. 
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‘he proportion of advertising space in the magazine is 
strictly limited, so space should be reserved without delay. 


The Reader’s Digest 


The Advertisement Director, 1 Albemarle St., London, W.1. Grosvenor 4738 
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A. C. V. advanced chassis design gives... 
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7 C. V. Mk. IV underfloor chassis gives 
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ACCOMMODATION oe wa pe yf MORE PASSENGERS | 


The advanced chassis design of the A.C.V. Mk IV provides greater 


comfort for a larger number of passengers. This design, with its 





underfloor engine, brings other advantages too: quieter travelling— 


the engine noise is much less audible; improved suspension—the 





passenger load is more evenly distributed ; greater maneeuvrability 





One of the new fleet of A.C.V. Regal Mark IV’s 
with underfloor engine, ordered by 
due to a shorter wheelbase. A. TIMPSON & SONS LTD., London, S.E.6 


A.C.V. MARK IV ici: 0:cc PASSENGER CHASSIS 


WITH UNDERFLOOR ENGINE 
The A.C.V. Group of Companies includes A.E.C., Crossiey Motors and the Maudslay Motor Co. — its sales organisation is 


A.C.V. SALES LTD., 49 BERKELEY SQUARE, LONDON, W.1. Telephone: REGent 2141 
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Stanley Baldwin. 


is is the “authorised biography ” 
tanley Baldwin, since -Mr ‘Young 
s it clear in his opening words that 
2. dwin himself asked him to write it. 
R.: it is not the usual “ standard life.” 
short and readable and it makes 
(tempt to give a complete account 
of Baldwin’s life (there are only 
res on the fifty years before he first 
sublic office) or of the record of his 
ministerships. This is not the 
- and Times of Stanley Baldwin.” 
ips it is best to be regarded as a 
ter sketch illustrated by episodes 
dwin’s life taken chronologically. 
. in fact, an uneven book. Mr 
is never a dull writer, and he 
Baldwin come alive; but his 
personal, rather jerky style can 
tating. His selection of material 
» odd. In any short biography, the 
r must choose when to pause and 
to race ahead. But Mr Young 
; to give a lot of space to episodes 
already very well known, such 
- General Strike and the Abdica- 
vhere he has little to add, whereas 
events that are still a little 
rioys—particularly the Carlton 
meeting of 1922—are passed over 
hurriedly (not one of the anti- 
Coalition conspirators, save only Bonar 
ind Baldwin himself, is mentioned 
name, except for a reference to 
1wen in Baldwin’s own speech). 
What is the most curious of all is that 
Young does not seem to realise how 
lete an answer is possible to the 
charge that the public memory 
against Baldwin, This is the 
spread belief that Baldwin, in 
uber, 1936, confessed “with an 
ng frankness” that he had not 
the country the truth about’ the 
{ the national defences in the 
ral election of 1935 for fear of 
the selection. Mr Young _ is 
how heavily this charge 
zhed on Baldwin’s last years. But 
inswer to it is very off-hand. Can 
that he does not know of Mr R. 
’s conclusive. article. in . the 
Cumbridge Journal.of November, 1948? 
What Baldwin actually said was some- 
x quite different from. what he is 
posed to have said, The National 
Government had. been elected on 
picdzes of economy; in .1931.. . To 
‘win, the only way of getting out of 
dge was to dissolve Parliament and 
‘c-election (he had done so, without 
‘SS, In 1923). Therefore, when after 
Ss advent rearmament became 
‘ble, he had to ask himself whether 
uld precipitate a general election 
‘At it On this issue. But the East 
by-election showed that he 
certainly lose it, with the result 
pacifist Labour government ‘would 
n less to strengthen the defences. 
‘ore the best thing to do was to 
ind try to bring public opinion 
He was, in fact, talking about a 
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Rupert Hart-Davis,, 252 pages. 218, 


hypothetical general election in 1933, 
mot the one that actually occurred in 
1935; then, indeed, Baldwin did ask for, 
and got, a mandate to spend money on 
arms. His attitude in 1933 may not 
have measured up to the requirements 
of statesmanship. But there was nothing 
dishonourable about it. 


The point is important, not only as a 
historical indication, but also in assessing 
Baldwin’s character. A statesman he 
clearly was not; the deluge that came 
after him established that. (“In 
Cabinet, he would ostentatiously close 
his eyes when foreign affairs were under 
discussion. ‘Wake me up,’ he would 
say, ‘when you are finished with that.’ ”) 
Possibly he would never have laid claim 
to statesmanship. But as a politician, 
he stood high—high in the skill he 
showed (where he was greatly helped 
by the deceptive appearance of 
simplicity), and high also in the 
standards of honour and tolerance that 
he maintained. The record is not by 
any means perfect. But Mr Young is 
right when he claims that the quality 
of British parliamentary life would be 
poorer today if Baldwin had never been. 


One would like to know what history 
will make of Baldwin. Will he get more 
notice than, say, Liverpool or Spencer 
Perceval ? He ought to—not for any- 
thing he did but for what he was. “ My 
worst enemy could never say that I do 
not understand the people of England.” 
Stanley Baldwin approached closer to 
the dead average of his day than any 
other Prime Minister has ever done. In 
his shrewdness of judgment and in the 
indifference with which he failed to act 
upon it, in his good-natured tolerance 
of those who disagreed with him pro- 
vided they did not try to bother him, 
in his sincere desire to relieve the suffer- 
ings of the unfortunate provided he did 
not need to lift a finger to do so, in his 
preference for sentiment and humour 
over logic*and emotion, above all in his 
profound belief that the worst could be 
relied upon not to happen to him—in all 
these things Stanley Baldwin reflected 
his.age. Never more exactly has a 
peopte had the government it deserved. 


Mr Lie 


The Secretary-General of the United 
Nations: His Powers and Practice. 
By Stephen M. Schwebel. Harvard Uni- 

(London : Geoffrey Cumber- 

31S. éd. 


versity Press. 
lege.) 299 pages. 


On June 18, 1950, Senators Knowland 
and Bridges issued a demand for the 
dismissal of Mr Trygve Lie, the 
Secretary-General of the United 
Nations, on the grounds that he was a 
“Soviet partisan.” On July 9, 19§0, 
the Moscow paper Literaturnaya Gazeta 
described Mr Lie as “the abettor of 
American imperialism, humbly aiding 
Truman to wreck the United Nations.” 
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Books and Publications 
Honest Stanley 


By G. M. Young, 


The peculiarly exposed position 
occupied by the Secretary-General ne¢ds 
no further illustration. It is true that 
in the three weeks between these two 
statements Mr Lie had actively endorsed 
the United Nations action in defence of 
South Korea. But as early as 1948 
Pravda had dubbed him “an obedient 
tool of the Anglo-American bloc” ; and 
as late as October, 1950, the extension 
of his term of office was vigorously 
opposed by Nationalist China. At that 
time; indeed, Mr Vyshinsky (who backed 
Nationalist China’s nominee against Mr 
Lie) declared that the Secretary-General 
was persona non grata not because of his 
action over Korea, but because he had 
brought to Moscow, in May, 1950, “ the 
programme of the US monopolies” in 
the shape of his famous ten-point peace 
plan. This in itself was intriguing, as 
that plan had been received coolly in 
Washington. 


Mr Lie has been Secretary-General 
from the foundation of the United 
Nations until his resignation this week, 
and Mr Schwebel’s excellent study of 
the political aspects of the office is also, 
inevitably, a study of Mr Lie’s personal 
record. The Secretary-General can find 
little guidance in the Charter, and even 
less in the tenuous precedents of the 
League. This book would have been 
of real value if it had done no more 
than record what Mr Lie has done, and 
tried to do, during the past seven years. 
But Mr Schwebel has not confined him- 
self to a bare summary. He has, 
indeed, studied the documents carefully, 
but the most illuminating parts of the 
book are those in which he quotes from 
his interviews with United Nations 
officials and delegates and with the two 
Secretaries-General of the League. 
These candid personal statements shed 
light on an office which, despite its 
prestige and strategic position, can only 
be exercised with the greatest caution 
and tact. Mr Lie himself emerges well. 
Urged on the one hand to confine him- 
self to conciliation, and on the other to 
stand inflexibly behind every UN 
decision, he has insisted on the value of 
both roles—applying, when in doubt, 
the test of a formidable commonsense. 
If he has been much criticised, that was 
surely inevitable from the start; it is 
worth recalling that in 1948 Pravda 
denounced him as a “diversionary” 
serving the interests of the “ Anglo- 
American bloc” because he raised the 
question of the danger of bacteriological 
warfare. 


Despotism Not So New 
By G. W. 


2c8 pages 215. 


The Passing of Parliament. 
Keeton. Ernest Benn. 


The theme of Professor Keeton’s book 
is that the threat of the dictatorship of 
the bureaucracy has increased, is still 
increasing, and must be curtailed. This 
is not new. Lawyers were in the streets 
crying “ Woe ” even before Lord Hewart 
wrote his “ The New Despotism” over 
twenty years. ago. But this book is more 
powerful than most of its companions. 
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It is better written, its arguments are 
more penetrating and its challenge more 
direct. “In the long run, it is impos- 
sible to preserve freedom of the mind 
when the power to choose has been 
removed from the citizen in more and 
more areas of his daily life. In the end, 
there will have been produced something 
approximating to the planned stagnation 
of the Chinese Empire.” 


Mr Keeton belongs to the school of 
Lord Hewart, with the advantage that 
he uses irony as well as direct onslaught. 
He does not argue that the law courts of 
today are necessarily better equipped to 
give justice than the administrative 
tribunals, but at least they are open, they 
have a tradition of balance and indepen- 
dence, and, above all, they are not, nor 
can they easily be made into, instruments 
of short-term policy. The gravamen of 
his attack is more serious. No longer, he 
says, should the independent inhabitant 
of this country look upon his constitu- 
tion as the best in the world. On the 
contrary, it is one of the most defenceless 
to the attack of the bureaucrat, and of 
the groups for whom bureaucracy is the 
ideal form of human _ organisation. 
Parliament, as such, has lost the power 
to initiate legislation or control expendi- 
ture. It is a theatre for the dissemination 
of such information as the Government 
wishes to release and for the ventilation 
of such grievances as the parties allow 
their individual members to raise. There 
are no safeguards in the constitution for 
any personal right or freedom that a 
party in office cannot destroy in well 
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The Journal of 
Industrial 
Eeonomics 


Editors: P. W. S. Andrews, 
Sir Henry Clay, Joel Dean, 
R. B. Heflebower, John 
Jewkes and E. S. Mason. 

Three issues yearly. Subscription one 
guinea ($3) ; single copies 10s. ($1.40). 


This new Anglo-American journal 


is primarily devoted to the economic 
problems of industry and com- 
merce. It will contain articles of a 
scientific character, of value both to 
economists and business men, and 


will offer a medium for the in- 
creasing academic industrial re- 
search in America and Britain. 
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under the statutory life of a Parliament, 
and neither party shows evidence of any 
intention to alter that state of affairs. 


It is perhaps disappointing to find that 
Mr Keeton has no remedy to offer. 
It may be that he thinks the disease has 
gone too far for any remedy, that this 
country has crossed a rubicon on its 
march to the dead Chinese world. If so, 
many would agree that he is right. It is 
certainly too late to hope to see here the 
equivalent of the clause in the constitu- 
tion of the United States establishing the 
“due process of law.” But a more effec- 
tive version of the Liberal party’s Bill of 
Rights could reach the statute book, 
under a Conservative Government, if 
enough MPs took up the battle. Nothing 
will hold back the sea if the tide is still 
rising, yet even a sand barrier will be 
of some value while there is any hope 
that the tide can turn. It is, however, 
discourteous to complain because Mr 
Keeton has not written a book he 
never intended to write. Here, well 
stated, is one of the major political 
problems facing this country. 


New Russians 


The New Man in Soviet Psychology. 
By Ramond Bauer. 
Press, (London : 
299 pages. 265. 


In this book the field director of the 
Harvard Refugee Interview Project in 
Europe~ pieces together the available 
evidence on the assumptions underlying 
contemporary Soviet psychology. He 
supplements this by giving a brief 
historical outline of the development of 
psychology in Russia from the time of 
the Revolution. Useful references are 
provided in the notes to each chapter. 


Mr Bauer shows how the conditioned 
refiex psychology of Pavlov and 
Bekhterev retained its prestige during 
the *twenties, though it was greatly 
widened and modified by such men as 
Kornilov, Luria and Vygotskii. The 
development parallels fairly closely the 
widening of American behaviourist 
theory over the same period. By 1930, 
however, scientific and political theories 
had come to penetrate one another much 
more deeply, and the successive five- 
year plans imported an element of 
expediency. Out of this there grew a 
dissatisfaction with the Pavlovian model 
or at least with its implications for 
action. It made men too much the 
victims of circumstance, unable to 
change or create their environments. 
Mr Bauer quotes Vedenov— 


Harvard University 
Geoffrey Cumberlege.) 


The entire reactionary nature of this 
approach to man is completely clear. 
Man is an automaton who can be caused 
to act as one wills! This is the ideal of 
capitalism ! Behold the dream _ of 
capitalism the world over—a working 
class without consciousness which cannot 
think for itself, whose actions can be 
trained according to the whims of the 
exploiter ! This is the reason why it is 
in America, the bulwark of present-day 
capitalism, that this theory of man as a 
robot has been so vigorously developed 
and so stubbornly held to. 


The Freudians, who have never been so 
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influential, came under fire about the 
same time ; this is illustrated by anoi}: 


quotation (from Zalkind): her 


Suppose we receive the assignment of 
studying the child or the adul: 


institution composed of Freudians How 
would this collective of Freudians carry 
out their assigned task? Now, for 
Freud man exists entirely in the pas 
This past is at war with the present. 
and it is more powerful than the present 
For Freud, the personality pose: ap 


elemental gravitation toward th: past, 
and attempts to fight the past froin the 
standpoint of the present lead to 


pro- 
found tragedy. For Freud, the cons ious 
is subordinate to the unconscious. For 


Freud, man is preserved from the 
demands of society in a private | 


: ‘ little 
world in which he constructs a special 
strategy of behaviour. For Freud, man 
is a pawn of internal, elemental [orces. 


What sort of results will we ¢ a 
How can we use the Freudian conception 
of man for socialist construction }_ 
Instead of the behaviourist theory or 
psychoanalysis still prevalent in the 
West, we find Soviet psychology /aving 
stress on the importance of conscious- 
ness, talking about responsibility and 


freedom, and insisting upon the relative 
simplicity of the human personality. In 
education there is a return to formal 


schooling with its academic bias and 
strict classroom discipline. What Russia 
wants is a supply of well-trained, 
ambitious and industrious technicians, 
sure of themselves and their society. 
Whatever will realise this end is psycho- 
logically true. The results are odd and 
interesting. One feels that Samuel 
Smiles would find himself at home 
among the “new Russians” as would a 
middle western farmer. The complex 
divided personality that is met so often 
on this side of the Iron Curtain is no 
longer produced, or so it is claimed ; 
Western stereotypes of the Russian 
personality are clearly in need of drastic 
overhaul. Mr Bauer draws a convincing 
picture and what he reports has wide 
implications for the social sciences. 


Hazardous Journey 


Golden Earth. 
Jonathan Cape. 


By Norman Lewis. 
270 pages. 18s. 


This is an account of Mr Lewis’s visit 
to Burma in 1951. His visit to Indo- 
China the year before resulted in the 
remarkable travel book, “A Dragon 
Apparent.” And now he has done it 
again. This is a fascinating and beaut- 
fully written account of a journey which 
is today beyond the reach of all but the 
most daring and hardy traveller. ir 
Lewis describes his experiences wit! 
detachment and lucidity which ena! 
the reader to accompany him m 
of the way, but which only occasion 
reveal the great hazards and excruciat' 
discomforts of the trip. 
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The journey starts with an expedition 
southwards from Rangoon by coasting 
steamer—Mr Lewis later discovers W:\ 
regret that he could have gone by junk— 
as far as Mergui. Then by air back up > 
Mandalay. Here the main story of hs 
book begins. Mr Lewis hitchnikes, in 4 
series of overloaded and _ incredibly 
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ancient lerries, through the country of 
she Shans and Kachins, to the Chinese 

der beyond Lashio, then round to 
‘mo. There is a jeep trip up to Myit- 
and a gradual return to Rangoon 
river and rail, with another interval 
lorry riding through the Communist- 

territory in central Burma, where 

railway line was cut by rebels 
veen Yamethin and Pyinmana. 


\{r Lewis has a great gift for describ- 
» detail the atmosphere as well as 
condition of the country in which 
ivels, for interpreting sympathetic- 
‘ts scale of values and its culture, as 
as its history and politics. With its 
ificent photographs, this book makes 

exceptional contribution to an under- 
‘ing of South East Asia. 


kina, 


Shorter Notices 


By General Baron 
Allan Win- 


the Critical Years. 
von Schweppenburg. 
lo7 pages. 18s, 


eral Geyr was the first German mili- 
t ittaché accredited to the Court of St. 
lames after the 1914 War, and he spent four 
id a half difficult years in London betweea 
3 and 1937. His reminiscences are an 
t of that period seen through the eyes 
. German who was acutely conscious of 
ross currents of feeling towards his 
ry in England, yet at the same time 
critical of the rulers and policy of 
iew Germany which he represented. 


; conflict of loyalties leads to muddled 
ng. General Geyr had few illusions 
the policy wkich Hitler and Ribben- 
were pursuing, and he regarded it as 
kely to lead to disaster for Germany. 
But he cannot. forgive those like Mr 
Churchill and Mr Duff Cooper who were 
picious and hostile towards the Nazi 
Government. Indeed, for a man who knew 
the British better than most Germans and 
ny ways admired them, the author 
‘ften wide of the mark in his under- 
1g of the character and traditions of 
ociety in which he lived. It is these 
sidelights on a German view of Britain and 
npressions of War Office personalities 
and policy which give the book its interest. 
tory it tells is familiar enough, but it 
told from an unusual vantage point. 
Baron Geyr has added to the original 
1an edition a first hand account of the 
ation of Prague, during which he com- 
nded the first German troops to enter 
city, and a chapter on the conspiracy 
of July, 1944, one of the leaders of which, 
neral Beck, was a close personal friend. 
One can only regret that he did not go on 
ve some account of the war years, 
ng which he held several successful 


nands, 


\dvertising Expenditure in 1948. _ By 


iney Silverman, Newman Neame for 


Advertising Association. 99 pages. 


‘atistical study of advertising expendi- 

cfore the war was carried out by the 

nal Institute of Economic and Social 

rch. Mr Silverman, who was one of 

‘uthors of the previous survey, has how 

“ented the postwar picture. His figures 

‘ain a large element of estimation, but 

nas built them up along different 

‘uinels which seem to converge reason- 

' close together. The main reliance was 

iced on the answers to questionnaires sent 

1 ‘o advertisers, to advertising agents and to 
; ‘ue Press and other advertising media. Only 











about one out of every four advertisers who 
were approached did; in fact, co-operate, 


but the response was. higher from agents 
and from the press. 


Tables show in some detail how the esti- 
mated total expenditure on advertising of 
£124 million in 1948 was divided between 
the different kinds of advertising, but 
unfortunately this survey did not yield how 
much was spent on advertising different 
products. As well as the detailed figures 
for 1948, some total estimates are carried 
forward to 1950. One set of interesting 
figures compares the level of advertising 
expenditure in Britain and in the United 
States in relation to their national incomes. 
The ratio is put appreciably higher in 
America, but in neither country was it 
reckoned that advertising expenditure in 
1950 had returned to its 1938 level. 


Azmerican Georgian Architecture. By 
H. D. Eberlein and C. V. D: Hubbard, 
Pleiades Books. 132 pages. 42s. 


The craftsman newly arrived in the 
American colonies continued to build in 
the style of his native country; thus at 
first American a:chitecture followed closely 
in the European tradition. Later the method 
of building was adapted to make the best 
use of local materials and a distinctively 
American style grew up. This book, which 
is clearly written and admirably illustrated, 
traces the history of the Georgian style in 
the British colonies during the seventeenth 
and eighteenth centuries. It shows the 
gradual transformation into the mid- 
Georgian or, as it is better known, the 
colonial style, and finally the story is carried 
through the neo-classic period to the advent 
of the Greek revival at the start of the 
nineteenth century. 


Althoiigh, as the illustrations clearly show, 
there are many points of similarity between 
English and American Georgian architec- 
ture, there are also important differences. 
For example, American building made 
greater use of timber and substituted it for 
stone, which was both expensive and scarce. 
In America the professional architect 
emerged more than a hundred years later 
than in England and for most of the period 
covered by the book he was unknown. For 
important buildings the. craftsman carried 
out his work under the direction of the 
prospective owner ; Thomas Jefferson was 
one of these skilful amateurs and George 
Washington supervised the rebuilding of 
Mount Vernon. 


The Science of Chance. 
Faber. 


In a thoroughly readable fashion, Mr 
Levinson explains how much everyday 
actions are bound up with the laws of 
chance. And, while betting as such may be 
frowned upon, there are innumerable ways in 
which it manages to disguise itself, such as in 
the various forms of personal and business 
insurance. Elementary theorems on proba- 
bility are, however, always illustrated in 
games of chance, and Mr Levinson -enters 
in some detail into the expectations of beat- 
ing the bank at roulette and winning at 
poker or bridge. His calculations conjure 
up a world in which the bridge-player has 
a set of probability tables beside him, while 
a slide-rulé seems the most modest of the 
requirements at the roulette table. To 
speculators on the Stock Exchange he can 
offer no such help: ‘“ The full causes that 
underlie changes in price are complicated 


By Horace C. 


Levinson, 303 pages. 308. 


beyond the wer of man to unravel.” 
Here, indeed, is a challenge to the 
econometricians. 


It is, of course, quite wrong ty think of 
the theory of chance as a mere mathematical 
curiosity. Born under the disreputable cloak 


. 
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of gambling, the theory of probability has 
had a very dignified offshoot in mathe- 
matical statistics. Now the world is less con- 
cerned with games of dice. and more with 
problems of science, but the same underly- 
ing principles apply. Professor Karl Pearson 
once said that “the record of a month’s 
roulette playing at Monte Carlo can afford 
us material for discussing the foundations 
of knowledge.” In the second part of his 
book, Mr Levinson attempts to show the 
applications of the theory of probability in 
the field of statistics. Here his venture is a 
less happy one, for, even as a popular intro- 
duction, his treatment is too superficial and 
does not give a balanced conception of how 
Statistics are used. Nevertheless, this book 
is informative as well as readable, and it 
does make clear the nature of probability 
without recourse to complicated mathe- 
matical expressions. 


The History of the French First Army. 
By Marshal de Lattre de Tassigny. 
and Unwin, §32 pages, 428. 


Marshal de Lattre’s history of the French 
First Army, covering the campaigns in 1944 
from the landings in the South of France 
to the final German capitulation beyond the 
Danube, has now been published in this 
country. It is translated by Malcolm 
Barnes and there is a preface by General 
Eisenhower and an appreciation of Marshal 
de Lattre by Captain Liddell Hart. The 
French edition was reviewed in The 
Economist of April 8, 1950. 
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Text and Reference Books 


Statistical Methodology Rev iews. 
1941-50. Edited by Oscar K. Buros. 
John Wiley, New York. 
Hall, Le ndon. : 


Chapman and 
457) pages. gos, 


Basic Texts and 
Monographs on Statistical Methods, 
International Statistical Institute. 84 pages. 
gs. 

The first of these two bibliographies is 
the latest in a series intended to provide a 
comprehensive guide to books about 
statistical methods. It lists 342 such books 
written in English in the ten years 1941 to 
1950, with selections from 842 reviews 
which had some critical or helpful comment 
to make. The entries are arranged in 
alphabetical order by authors, but there is 
also a roughly classified subject index to 
assist in finding books on a particular aspect 
of statistics. 

There is no doubt that many students 
and teachers will find this volume extremely 
helpful in the selection of text books. On 
the other hand, some may be confused by 
the varied opinions expressed about some 
of the books. Generally it seems to be 
over the more elementary books that dis- 
agreement is most marked—specialists 
covering their own particular field tend to 
be more of one mind. Part of the difference 
in the reviews must, of course, arise from 
the fact that they are written for different 
journals whose readers expect—and get— 
a different treatment. Nevertheless, this 
collection of criticisms does suggest that 
generally statistical books are being put to 
careful scrutiny. The clear production and 
arrangement of the material make this large 
volume easy to use. 


Bibliography of 


The second bibliography is a short one 
which selects a hundred books and mono- 
graphs on statistical methods and_ their 
applications, mostly published within the 
last ten years. Very short extracts from 
reviews are included ‘and the chapter 
headings are listed. The) selection cannot 
hope to satisfy all statisticians, but it should 
prove a useful, quick guide to students and 
research workers. It has been compiled 
at the London School of Economics for the 
International Statistical Institute. 


The Statesman’s Year Book, 19§2. 
Edited by S.‘H. Steinberg. 
& ( ompany. 


Macmillan 
1,586 pages. 425. 


In the 89th annual edition statistical and 
historical material for all the major countries 
has-been brought up to date ; in most cases 
information is given up to 1950 or 1951. In 
addition to world statistical tables for the 
main crops there are four main sections: 
international organisations; the British 
Commonwealth ; the United States; and 
other countries. There are also maps of 
the Kingdom of Libya and of thé Canadian 
oilfields and pipelines. 


Fconomic Measures in Favour of the 
Family. United Nations Department of 
Social Affairs. HMSO. 175 pages. 98. 


This survey records the principal forms 
of economic aid given to families in twenty- 
four countries by summarising the relevant 
laws and administrative regulations. It lists, 
for instance, the income tax relief for 
dependants, the various types of family 
allowances, whether cheap food is avail- 
able for children and any measures 
designed to relieve families from the costs 
of housing. It does not, however, cover 


Letters to the E 


Europe’s Own Harwell 


Sir,—I read with surprise some of the 
Statements in your issue of October 18th. 
May I point out the following facts ? 

There is a very clear division line 
between military and non-military forms 
of nuclear research. This is best proved, 
for those who know how carefully 
American authorities keep secret all 
documents which might have (however 
indirectly) a bearing on military matters, 
by the fact that all American documenta- 


@ption regarding the accelerators for high 


energy particles is “ declassified” (non- 
secret). 

The United Kingdom did not with- 
draw from the council for the very simple 
reason that it never joined it. The British 
Government was represented at the two 
conferences where this project was dis- 
cussed (the second one was held at 
Geneva in February, 19§2), but the par- 
ucipation of any one European state in 
these conferences did not in any way 
imply that it would join the proposed 
new organisation. Although the British 
Government did not sign. the CERN 
Agreement, British authorities have 
facilitated the active co-operation of 
British experts in the various study 
groups created by CERN, where their 
experience is, of course, highly appre- 
ciated. 

The statement that Switzerland’s par- 
ticipation may be considered as “a new 
departure, however slight, in that coun- 


.try’s attitude tgwards European integra- 


tion and defence” is, in my opinion, 
completely unjustified. As you know, 
Switzerland participates in a number of 
regional joint institutions other than 
CERN. The Swiss authorities have, in 
fact, always drawn a very clear line 
between endeavours of a cultural or 
economic character on the one hand, and 
international political institutions on the 
other hand. 


The statement that “the share to be 
borne by each country (in the imple- 
mentation of this project) will be deter- 
mined by Unesco” is entirely wrong. 
The future organisation will be sovereign 
(as CERN already is). It follows that 
contributions will be fixed according to 
its own rules.—Yours faithfully, 

E. AMALDI, Secretary-General 

European Council for Nuclear 

Research, 

Rome 


British Motor Industry 


Sir.—Your correspondent, Mr H. J. 
Tooby, would himself seem to be beg- 
ging a few questions. It is precisely 
those technical advantages of the internal 
combustion engine—stimulating the 
demand for better, and even new, roads 
—which at the same time are contribut- 
ing to increased agricultural production, 
and at a rate which must far outweigh 
the loss of potential agricultural land 
from road development. Without even 
considering the increased fertility of 
existing land which the use of the tractor 
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. 
the various material provisions to ens; 


better standard of living, such as th, Esak 
subsidies in this country or other ind rect 
contributions from social and welfare 
services. 

The dividing line between the two types 
of measures is a very thin one. This survey 
does not pretend to be a complete study of 
family assistance, but concentrates the 
rights conferred on the family ther 
because it is a family as such or because jt 
is a large family. This book brings together 
a lot of useful material, but it is unfortunate 
that the particulars relate only to June. 
1949. 


Bibliography on Income and Wealth. 
Volume, 1937-1947. Edited by Daniel 


Creamer. International Associati for 
Research in Income and Wealth. Bowes 
and Bowes. 184 pages. 638. 

This is the first volume in a series of 
bibliographies on national income and 
wealth, based on reports from national 
income experts in thirty-five countries and 
from the United Nations Statistical Office. 
Sources of data, books and articles on the 
national accounts of the different countries 
and on international comparisons are listed 
with a very brief summary of the contents. 
There are some 1,500 cross-referenced 
entries with a subject index, author index 
and geographical index. 

The value of this bibliography is obvious. 
But much of the material referred to in 
this first volume has since been revised—or 
should be revised—in the light of the con- 
tinuous improvement which is being made 
in national income accounting. For this 
reason, the further volumes which are 
planned to bring the information up to date 
will be particularly welcome. 


it 

brings, the fact that nearly one million 
fewer horses now have to be fed on farms 
than in 1900 adds at least 4 million acres 


to the land available for the production 
of foodstuffs in this country. 


The assessment in isolation of any one 
agent of production at a given moment of 
time can hardly be adequate to measure 
the overall effect on the nation’s economy 
which your correspondent seeks to 
determine. After all, even footpaths 
alongside ploughed land reduce potential 
agricultural output.—Yours faithfully, 

M. E. WEINSTEIN 

Kenton, Middlesex 


* 


Sir,—Mr H. J. Tooby doubts whether 
the advantages derived from the con- 
struction of a system of motorways 
would outweigh the loss to agricultural 
production, which he calculates at about 
£350 per mile per year. 


It has been estimated that a mile 
motorway would result in savings 0! 
operating costs to road transport to te 
order of £15,000 per mile per year. 
The economic advantage is thus heav)!y 
in favour of building such roads. ‘The 
Ministry of Transport plans to build a 
system of about 800 miles to serve the 
main productive and distributive areas. 
The amount of land required will only 
be about four times the size of London 
Airport, some 10,000 acres, and unpro- 
ductive land will be used wherever 
possible. 


~ —> 
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than La Tropical. 





With a Monroe adding-caiculator 
the most complicated calculations 
are as easy as a five-finger exercise 
—and among the wide range of 
Monroe models there is one 
exactly suited to the volume and 
variety of your requirements. 


. . « the answer, of course, is a 
Monroe. 


ONROE CALCULATING MACHINE COMPANY LIMITED 
y [ a <i 10-11 Albemarle Street. London, W.1 GROsvenor 754] 


Cigars for Christmas! 


Cigars for Christmas. Cigars for personal friends and business friends. Even a few 
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for ourselves! And it’s still — for those who would choose wisely — Jamaica cigars, 
Two graces peculiar to the fine Jamaica make it the safest choice of all for a gift. 

Mildness with no loss of character or flavdur: and the virtue of being equally good to 
smoke in the smaller sizes. There’s no wiser choice than fine Jamaica: no finer Jamaica 


In cedar boxes of 10, 25 and 50. in cartons of 5. In 
all che usual sizes from 2/8d upwards. Petitas | /6d. 
Also singly in exclusive screw~<apped aluntinium 
tubes from 3/34, 





Finest Jamaica Cigars 


Sole Importers: Lambert & Butler of Drury Lane. Branch of The Imperial Tobacco Company (of Great Britain and Ireland), Limited 
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Gold Seal tyres. It greatly reduces risk of damage from chance 
under-inflation, deflation and ker! 
impact. 
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Trade and industry find the use of 
-yad transport so advantageous that 70 
‘er cent of all goods are transported by 

or vehicles. Our road system is 

-serally admitted to be inadequate and 

construction of motorways on our 
n industrial routes is the only wholly 

‘ective solution.—Yours faithfully, 

M. FRANCIS 
tritish Road Federation, 
London, W.C.1 







Twopence a Stamp 


r,—Ancient by-laws add very con- 
icrably to the cost of building 
ifnons, 


Yorkshire there is a peculiarly 
se example. A very large brass- 
exists which produces “ fittings ” 
is elbows and teepieces for water 
pipes. Many hundreds of 
inds of these are turned out 
and the firm is proud of its 

ts being of a high standard. 


rest of England’s water supply 
ties accept the type of fitting 
it question (although they have 
ir ideas about other firms’ fittings). 
1) miles from the works in question 
iter authority employs a little man 
punch to unwrap al] the packets 
fittings used in that area, in 
to stamp them and to charge the 
ie sum of twopence per fitting for 
rvices.—Yours faithfully, 
SMITH OF BRADFORD 


Eggs Going to Town? 


—The concluding sentence of the 

in your issue of November 8th, 

[he townsman has endured long 

uugh a system which, under the 

‘nce of securing fair shares, restricts 

) one stale egg a week,” is puerile. 

\t the time of writing we are in the 

{ veek of the year and so far my firm 

’ Jistributed to its customers 92 eggs 
4 in allocation, plus 13 extra eggs, making 
4 total of 105. Of these 46 weeks, in 
8 has the customer been restricted 

me egg. These allocations are quite 

‘part from the regular three English 


£5 per week to the vitally important. 


class, the priority customer. 


What is completely lost sight of in 
your Note is that the freeing of eggs 
‘com Ministry control will not create 
one single extra egg. It will merely mean 
that in periods of seasonable shortage 
nly those with a large purse will be 
ible to afford eggs at all. My own 
experience is that the effect of the grey 

black market is grossly exaggerated 
»y the Ministry’s estimate of nearly 

per cent of home production —Yours 


hfully, ALAN J. SAINSBURY 
}. Sainsbury, Ltd. 
London, S.E.t 


Inflation in Australia 


>The article in your issue of 

ber 25th has rightly drawn attention 

‘rious defects in Australian economic 

‘cy in the postwar period. Never- 

“SS, IN some respects your. analysis 
Appears to be misleading. 


Overfull employment and encourage- 











ment of secondary industry, by facili- 
tating the movement of farm labour to 
the cities and by making it difficult for 
farm equipment manufacturers to obtain 
adequate supplies of labour and 
materials, have undoubtedly checked 
farm production. But it is important to 
recognise that even if these difficulties 
had not obtained it would -still have 
been difficult for Australia to have main- 
tained the volume of exports. This is 
because of the high rate of population 
increase since 1948 of 2} per cent per 
annum, to which immigration con- 
tributed 14 per cent per annum. Even 
in the land settlement period of the 
twenties the annual rate of increase in 
farm production was below 3 per cent 
and nothing like this rate is likely to be 
achieved again. Maintenance of exports 
is probably incompatible with a high 
rate of immigration. Your rticle 
appears to imply that the economic costs 
of Australian immigration justify its 
abandonment. To many Australians, 
however, the defence and moral argu- 
ments for immigration seem strong. 

Excess demand has also facilitated 
over-development of light industries. 
Even so, it must be remembered that, 
given the immigration programme, 
rapid development of secondary indus- 
try has been essential. It just would not 
be possible for farming to absorb more 
than its own natural increase in popula- 
tion. Moreover, not all basic industries 
have been neglected. For example, pig 
iron production increased from 1,100,000 
tons in 1938-39 to 1,400,000 tons in 
1951-52, and electricity output from 
4,688 million kWh in 1938-39 to 11,304 
million kWh in 1951-52. Huge develop- 
ment of water supplies is occurring. 

Your article also refers to the part 
played by the Arbitration Court system 
of quarterly “cost of living” adjust- 
ments in the rapid rise in wages and 
prices. But given the rising cost of 
living arising from the low productivity 
associated with conditions of excess 
demand and from the great increases in 
import and export prices, and given the 
strong bargaining power of trade unions 
under conditions of overfull employ- 
ment, it is difficult to see how steep 
wage and price increases could have 
been avoided under any wage system. 
As the common Australian failure to 
relate economic effects to causes is 
nowhere more evident than in discus- 
sions concerning the rise in wages, one 
wishes you had made clear that this rise 
is a symptom rather than a cause.— 
Yours faithfully, | KinGstey LAFFER 

University of Sydney 

* 

Sir,—Your article conveys the impres- 
sion that during and since the war 
Australian governments have artificially 
stimulated the development of urban 
secondary industry at the expense of 
ruta] primary industry, thereby creating 
“a fundamental maladjustment in the 
‘use -of . Australian resources.” If the 
record were examined objectively it 
would be found that the main reason 
for the expansion of our manufacturing 
industries duting and since the war has 
not beeh any act of commission or 
omission on the part of Australian 
governments, but the world-wide short- 
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ages of goods, dollars and ships, which 
together made adequate imports unpro- 
curable until last year. In this connec- 
tion it is, perhaps, significant that indus- 
try expanded while tariff policy was 
being considerably liberalised, particu- 
larly by the admission of goods under 
Customs department by-laws. 


Similarly, the comparative failure of 
primary industry to expand may be 
ascribed more to overseas influences 
than to internal policy. Indeed, the 
major criticism that might be levelled 
against Australian policy during the 
postwar years is that it has shown too 
much, rather than too little, concern for 
the interests of primary producers. Had 
it not been for this solicitude, the 
exchange rate might have been appre- 
viated on more than one occasion, and 
more drastic measures might have been 
taken to intercept the inflated incomes 
of the wool growers in 1950-51. In that 
event, the Arbitration Court might never 
have awarded the increase of £1 per 
week in the basic wage in December, 
1950. 

As it is, the Commonwealth Govern- 
meht is now trying to turn the balance 
in favour of increased food production 
by raising food pfices to a level that is 
more attractive to the producers. In 
doing so, however, it has further 
increased the cost of living, and thereby 
the basic wage, thus counteracting its 
own deflationary policy and creating the 
paradox that retail prices have risen 
while demand has fallen. Your state- 
ment that the Government’s deflationary 
policy has been “quite insufficient to 
check demand” must seem ridiculous 
to anyone who has tried to do business 
in Australia during the past twelve 
months. Beginning in the textile trade, 
the deflationary pressure has spread to 
other types of consumer goods and to 
the metal and building trades. Had it 
not been for the policy of trying to 
stimulate food production by higher 
prices, the rise in the cost of living and 
the basic wage would already have been 
checked. 


Finally, your reference to “ stagnation 
in basic development” is a misleading 
exaggeration. Some curtailment in the 
more ambitious public works projects 
of the states has been necessary in the 
present year, but programmes costing 
some {A200 million are still going ahead. 
—Yours faithfully, 


. 


; WILFRED PREST 
University of Melbourne 


Comment and Defamation 


Sir—You have, inferentially, done 
injustice to a great democrat by your 
statement that John Wilkes “made 
money for himself ” out of his journalism. 
In fact, he ruined himself by the “ North 
Briton ” ; he lost his estate,.and suffered 
years of semi-pauperism and exile, 


Politically, Wilkes was a man of high 
principles, great courage, and financial 
probity. Personally, he was unusually— 
and too eloquently—fond of fornication. 
This it was that caused the Victorian age 
to class him as a scoundrel A shallow 
judgment, surely ; why repeat it?—Yours 
faithfully, RAYMOND POSTGATE 

London, N.3 
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going to New York in January? 
—Then take advantage of this Special Sailing. 
The Empress of Scotland is making her once-yearly trip, 
via Halifax, to New York from 
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AMERICAN SURVEY 


Right without Reaction ? 


Washington, D.C. 


yOST-MORTEMS on the extraordinary election cam- 
f saign that has just finished will doubtless go on for 
‘aths and there will be nearly as many verdicts as there 
vere points of view before polling-day. For, despite all the 
talk about closing ranks and about national unity, the bitter- 
generated by the campaign cannot be expected to dis- 

-ar in a few days or weeks. The Republicans, after twenty 

; of misery, are understandably in a mood for gloating 

ind, following the example set by the Democrats in 1933 
ind 1934, for investigating anything and everything done in 
the last few years; the Democrats will not soon forgive 
the introduction of the Korean War as an election issue. And 
that unpredictable and unrepentant Republican turned 
Independent, Senator Wayne Morse, continues to maintain 
that “ Eisenhower and Nixon fooled the people and won the 
election. The people allowed themselves to be fooled and 


lost the election.” 


The magazine Newsweek immediately decided that “ the 
basic meaning of the Eisenhower landslide” was that “ the 
American people have voted decisively for a turn to the 
right.” That would be a simple explanation but, if it were 

e, more than twenty seats would surely have changed 
hands in the House of Representatives. It is more probable 
that the electorate, perhaps wrongly or perhaps not, took 
the view that-General Eisenhower did not represent a violent 

rn to the right but was, rather, just what it had been 
king for for some time—a Republican who could be 
ted not to “ take it away.” He guaranteed that “ we are 
‘t going to turn the clock back—ever ” and he promised 

re housing, better medical care, a sounder dollar and more 

lucation. The voters were prepared to accept his word 
as they had receivéd no comparable undertakings from 

- Congressional members of his party, they showed little 
thusiasm for them. In a country where it is so much 

r to vote a straight ticket for all one party’s candidates, 

amount of selective voting for candidates of different 
ruies was remarkable. 

Those in Europe who accept the result as a proof that the 
\merican people have suddenly become reactionary over- 
‘ght can reassure themselves. There is no reason to believe 
that this has happened. It is true that Americans may have 
‘ot, for the next four years, a more reactionary government 
than they intended to have, but that is not the same thing. 
‘t should be remembered that this year the total votes cast 
‘or each candidate reflected, to a greater extent than ever 
sclore, a rough division between left and right, with the 
right getting. in addition to its normal portion a large 
umber of votes that expressed protest against Mr Truman 
ind confidence in a national figure who had made pledges 

t to move in any direction. And the Republican total was 
increased this year by the addition of about 24 million 

uthern votes from nominal Democrats who could never 
oe accused of liberalism in any form. This year’s election is, 
‘herefore, less a turn to the right than a truer measurement 


of the innate conservatism of the United States than has 
appeared before. 


However, what the voters want to conserve appears to be 
the progress made under Mr Roosevelt and Mr Truman in the 
last twenty years. They probably expressed a desire for new 
management rather than a return fo Mr Hoover and in doing 
so incidentally justified Mr Dewey and the way in which he 
ran his two campaigns. In 1944, when he was promising to 
do everything that Mr Roosevelt had done and to do it better, 
Miss Dorothy Thompson wrote that Mr Dewey “ seems to 
think he is applying for an office manager’s job” and after 
both his defeats he was told that he had lost because he 


was a “ Me Too” candidate. But so, in all his set speeches” 


on domestic policy, was General Eisenhower, and he even 
went further than Mr Dewey in the “ Me Too” direction 
over farm policy. 


The General had, however, three or four advantages that 
his predecessor never had. One was his own reputation and 
personality ; another was the passage of still another four 
years of rule by the same party ; “the mess in Washington ” 
was a third and the conviction of Mr Alger Hiss a fourth. 
But, most important of all, was the war in Korea. The 
party in power at the beginning of a war has always lost 
ground in American elections and this particular war, though 
it has many precedents for European countries, is something 
new and peculiarly irritating to the United States, a country 
used to going all out and getting things finished in a hurry. 


* 


It seems likely, therefore, that the voters were saying, in 
effect, that they wanted no drastic change of policy but that 
they did want more efficient management at home and more 
imaginative management abroad. If they do not get what 
they want under the new Administration they may well swing 
back again in.four years’ time with equal violence, except 
possibly in the South. It would be wrong to assume, as it 
would have been wrong to assume after 1928, that the South 
has suddenly adopted the two-party system as a permanent 
political feature. In 1928 Mr Al Smith was the victim of 
religious bigotry. In 1952 Mr Stevenson, the most con- 
servative. candidate the Democrats have chosen since 1924, 
was the victim, by a grim historical accident, of the accumu- 


LIVING WITH THE DOLLAR 


Can the world ride over the dollar shortage 
towards freer trade 2? This problem lies squareiy 
before the Commonwealth Prime Ministers’ Con- 
ference and the new Eisenhower Administration. 
It will be discussed—and detailed proposals for a 


in a special section 
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lated resentment against the New Deal, the Fair Deal and 
Mr Roosevelt and Mr Truman. That resentment will, no 
doubt, have disappeared by 1956 and it may have been 
replaced by a new resentment against General Eisenhower, if 
he takes any of the elementary steps towards liberalism which 
he must take to hold for his party the votes he was given as 
an individual in the North. 


But, although a two-party system has probably not come 
overnight in the South, it has been developing slowly in some 
southern states for many years. Virginia and Texas have 
both changed in character and Florida has been infiltrated 
by Northerners, to whom conservatism is synonymous with 
the Republican, rather than the Democratic, party. This slow 
development in the South is, however, probably only a part 
of a larger change—that of the two traditionally amorphous 
parties in the United States into ideological ones. American 
political scientists stoutly defend, and are right in defending, 
the illogical series of regional alliances that go to make up 
both parties. In a country which is a continent it is im- 
portant to avoid violent shifts of policy with every change of 
government. But it seems that the two American parties are 
tending to become more and more the parties of the right 
and left and that the decision of so many Southerners to vote 
Republican this year is an unconscious recognition of the fact, 
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a recognition that may not become conscious until after ma 


Vy 

more years of wavering. : } 
At this moment it is harder than ever before to fing 4 
Republican left wing that amounts to anything ; Sen.tor 
Lodge has lost his seat and Senator Wayne Morse his patience 
and there were others who expressed the same feeling. a5 


Mr Morse in private though they decided to say nothi: 
public. And the list of conservatives who left the Demo 
ranks this year and issued statements supporting General 
Eisenhower contained nearly all the names that have proved 
most embarrassing to the party in the past. If this tend 
continues, it might, in a country that is geographical]; 
industrialised-than Britain, mean a long period of Repub. 
rule at some point. But that point, because the moment 
when the parties will be admittedly ideological ones w 
come quickly, is some time away. Meanwhile the Repub 
have the chance, which is always given to the party in ; 
to prove that they bear no resemblance when in office : 
embittered reactionaries who were in opposition for s: 

General Eisenhower can do this if he wants to, but he \'/] 
have a hard time persuading his allies in Congress to a 
such a revolutionary idea. The future of his party pro! 
depends on whether he is able and willing to make 

forget their vows to destroy the New Deal. 
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In the electoral college each state has a number of votes, varying with its population, which are cast as a block for the 
presidential candidate who has a majority of popular votes, however narrow, in the state. Thus a small majority of popular 
votes can, as the charts show, become a landslide in the electoral college. ; 


In the Senate the presiding officer, the Vice-President, has a casting vote and the Republicans are therefore sure of a majority 
after Mr Nixon takes office on January 20th, 
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American Notes 


Preparing to Take Over 


It would in any case be a formidable task for any 
political party to take over the government of the United 
States after twenty years of irresponsibility. For in spite of 
the great increase in recent years in civil service coverage of 
federal posts, a change of government still involves changing 
not only the members .of the Cabinet but also many top 
officials and ambassadors, and other leading presidential 
advisers ; under the British system they would remain to 
ensure continuity in the running of this huge machine which 
is costing $80 billion a year and employing over 2} million 
people. But the task is especially formidable for a President- 
elect who has had no preparation for his new job either in 
Congress or local government, and whose experience, great 
as it is in military matters, the most important branch of 
government today, is non-existent in domestic affairs. 


It is not therefore surprising that General Eisenhower’s 
ten-day holiday in Georgia has turned into a series of confer- 
ences to make plans for when he takes over as President on 
January 20th. He is scrupulously consulting members of both 
wings of the Republican party, but he has shown an indepen- 
dence that augurs well for the future in his choice of two 
men, Mr Joseph Dodge and the just defeated Senator Lodge, 
whom he is sending to Washington to collect information 
from the present Administration on his behalf. The sugges- 
tion that the transfer of public business should be facilitated 
in this way came from President Truman, as did the proposal 
that he and the General should meet personally as soon as 
possible. But it is a measure of General Eisenhower’s 
generosity and statesmanship that, after a bitter campaign, he 
has accepted an invitation which Mr Roosevelt refused when 
it came from Mr Hoover in 1933. 
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Mr Dodge, who is to observe the final compilation of the 
Budget for the year beginning next July, which Mr Truman 
will present to Congress before he leaves office, is a De:; 


: : olt 
banker with a long experience of government, partic: ),rly 
as financial and economic adviser to the Army in occupation 
areas. It is presumed by those who- are busily building 


Cabinets in the air that Mr Dodge will be the next Director 
of the Budget, a post which is at the centre of Washington’s 
financial and administrative web. It is also taken for granted 
that Mr Lodge, who is now acting as the General’s | 
officer with other government agencies, will have an imp: 
place in the new Administration, both because of his abilir 
and because General Eisenhower owes his nomination |: 
to Mr Lodge’s hard work. 


The General emphasised that Mr Dodge and Mr Lode 
were going to Washington only for “ indoctrination ” an. 
to take any responsibility for the actual details of gove: 
ment between now and January 20th. Indeed, as far as th 
Budget is concerned, it is too late for the General to 
much influence on it even if he wanted to; his first chanc 
will come when the Appropriations Bills go to Congress 
But the presence of these representatives in Washington, an 
the early choice that is expected of the members of the 
Cabinet, will ensure that the new Administration has th 
background knowledge necessary to enable it to m: 
decisions promptly once it takes over and to deal adequate! 
with any crises that may arise, in the Middle East, for 
example. Meanwhile, however, a hiatus in American polic 
making seems inevitable until the inauguration, although 
there is some hope that the General may be persuaded to 
state his views at once on questions now before the United 
Nations. Senator Wiley, the Republican member of the 
always strictly bi-partisan American delegation, is pressin 
the General for guidance in order that the Assembly may b 
able to get on with its work. 
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Business Dreams Come True 


To the commodity markets General Eisenhower’s victory 

. something of a nightmare: prices fell on the supposition 

agricultural support programmes would be weakened 

od. with more reason, that the new government’s fiscal policy 

ld be deflationary and that there would be less enthusiasm 

international commodity agreements. But elsewhere in 

business world the Republican revival was a dream come 

as was shown by the sustained strength of the stock 

ket throughout the week. There it was felt that the 

\wonary effects of any drop in government spending that 

eral Eisenhower might achieve would be counteracted by 

ax reductions which he has also premised. It is too 

h to hope that taxes may actually be cut next year, but 

‘ast it is expected that there will be no extension for 

either the excess profits tax, which expires on June 30th, or 

he 10 per cent increase in personal income taxes, imposed 

‘+: the Korean outbreak to last until the end of 1953. It 

, also taken for granted that price and wage controls will 

> allowed to lapse on April 30th, although it will probably 
| be necessary to regulate the distribution of materials. 


(in addition to this negative assistance, positive help for 
iness is also expected from the new Congress, particularly 
the incoming chairmen of committees are understood to 
1ore sympathetic than their predecessors—few of whom 
noticeably unsympathetic. “More important, business- 
ire counting on finding a more favourable atmosphere 
‘ter January 20th in government offices, not only in the 
major departments but also in the smaller agencies with 
which many of them have more frequent and direct dealings. 
[he Federal Trade Commission, which keeps an eye on 
idvertising and other business practices, the Federal Power 
Commission, responsible for regulating electricity and natural 
gas, the Securities and Exchange Commission, the National 
Labour Relations Board and the many similar bodies are 
\ominally independent agencies, whose members serve for 
xed terms,.but it is thought that they may now be inclined 
trim their course to suit the Republican philosophy. 






* * * 


Democrats in Ruin 


Whatever Mr Truman may decide to do when he leaves 
Washington—his only pension will be $95 a month as a 
colonel in the first war and he has little private income—he 
will certainly want to have a hand in rebuilding the Demo- 
cratic party. But he has recognised that Mr Stevenson, in 
spite of his defeat, is now the rightful leader of that party, 
n a message asking him to take steps to “ revitalise the 
National Committee and set the wheels in motion towards a 
victory in 19§4”—the next Congressional election year. 
And Mr Stevenson seems to have accepted the position, 
ithough this does not mean that he will necessarily run again 
in 1956. Mr Stephen Mitchell, who had no political experi- 
‘nce until Mr Stevenson made him chairman of the Demo- 
ratic National Committee last summer, has been sent back 
0 Washington, to tighten up the party organisation there. 
\ir Stevenson has thus made it clear that he has no intention 
' giving back control of the Democratic machine to the 
professionals who allowed it to deteriorate so badly. 


hat the vote can still be delivered in big cities by an 
cfheient hard-working organisation, in spite of the growing 
independence of the electorate, was shown in Philadelphia, 
where a lively young Democratic group, who had already 
‘urned the Republicans out of municipal office, won a victory 
‘or Mr Stevenson even though the state went Republican. 
But elsewhere the city bosses, grown rusty after years of easy 
uccess, entirely failed to justify their existence. Mr Stevenson 
even lost his own Chicago traditionally Democratic New 
York City ; there the Democratic boss has already been 
‘orced to resign as a result. Another block of votes that got 
Out of the bag this year were those of labour. For the first 
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time all three large trade union organisations officially 
endorsed the Democratic candidate and for the first time the. 
majority of labour votes, as far as can be judged, went 
Republican. 


With all its strongholds, the big cities, the trade unions, 
the solid South, falling’ about its ears, it is obvious that the 
Democratic party must be reconstructed from the ground 
up. But there is a solid foundation on which to build—Mr 
Stevenson’s 264 million votes, more than have ever been 
given to any Democrat, except Mr Roosevelt in his heyday. 
Mr Stevenson, however, will find many competing architects 
among the Democratic representatives in Congress, who can 
claim that they at least know how to win elections. They 
are also the only members of the party who will have regular 
opportunities of putting their views off day-to-day questions 
before the country. Unfortunately those views, at least as 
far as most of the influential] Southerners are concerned, will 
be the exact opposite of Mr Stevenson’s on many subjects. 
Before it can be soundly repaired, the Democratic party may 
have to be pulled down even more completely than it was on 
November 4th. 

ze 


* * * 


Voters Pick and Choose 


The elections for Governor, held in 29 states this year, 
showed almost as clearly as did those for the Senate and 
the House of Representatives that, while American voters 
certainly like Ike, they are not so partial to some of his fellow 
Republicans. Since the mechanics of voting a'low separate 
votes for each officer from President to city water commis- 
sioner, voters were able to exercise a nice discrimination and 
meander in and out of party lines, indulging in the “ ticket- 
splitting ” that is the bane of machine politicians. Republi- 
can candidates for Governor took five states from. the 
Democrats on November 4th, giving the Republicans 30 
states in all, the highest number they have held since 1929. 
But seven states which gave their presidential votes to 
General Eisenhower kept a Democrat in their highest state 
office, and there were no landslides in the battles of the 
governors. 


Montana, Illinois and Massachusetts were narrow Republi- 
can victories and the young Democratic Governor of 
Michigan, Mr Mennen Williams, won by just 7,991 votes in 
a total poll of 2,850,645 ; he is becoming accustomed to such 
close shaves for in 1950 his majority was so small that it took 
five weeks to complete an accurate count. Picking and 
choosing by voters was especially evident in Ohio, where 
General Eisenhower carried the state by a 450,000 majority, 
with the isolationist Republican, Senator Bricker, trailing 
150,000 votes behind him. Yet Mr Frank Lausche, the 
Democratic Governor, probably owed his victory largely to 
his conservatism ; he defeated Senator Taft’s progressive 
brother, Mr Charles Taft, by over 400,000 votes. 


In the Senate contests, too, the voters were often very 
selective as well ‘a$ closely divided ; of the 12 Democrats 
returned, 10 were from states that-gave their presidential 
vote to the Republicans. Five of these were southern or 
border states, but one Republican, Mr John S. Cooper of 
Kentucky, won in a border state that went to Mr Stevenson. 
The close division of the last Senate—49 Democrats and 
47 Republicans—is repeated in reverse in the new Senate, 
with 47 Democrats, 48 Republicans, and one independent, 
the self-exiled Mr Morse from Republican Oregon. -Had it 
not been for the death of Senator McMahon, a Democrat 
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whose term would not have expired until 1956, and whose 
seat was lost to a Republican, Mr Morse’s position would 
have been decisive. As it is, the deciding vote in a tie will 
be cast by Mr Nixon, the new Vice-President, whose vacant 
seat as Senator from California will be filled by a Republican, 
to be appointed by Governor Warren. The party position 
in the House, too, is almost a reversal of the last House. 
From present indications, with several results undecided, 
the Republicans will have a majority of about ten in the new 
House, a far less imposing one than that of the 1946 Congress 
when 246 Republicans were returned. 


* * * 
End of the Dollar Sign 


The American President Line, the foremost US shipping 
company in the Pacific, is once more in private hands after 
fourteen years of government operation. But Mr R. Stanley 
Dollar has failed to buy back control of the $70 million line 
founded by his father in 1901, which, until the government 
took it 6ver and renamed it in 1938, carried the $ emblem 
on the smokestacks of all its ships. The Dollar sign is 
now gone for good. The Court of Appeals upheld Mr 
Dollar’s contention that the voting shares transferred to the 
government in 1938 were simply security for a loan long 
paid off and ordered them returned. In June this year the 
Secretary of Commerce came to an agreement with Mr 
Dollar to put the shares up to auction and divide the proceeds 
equally between the government and the Dollar interests. 


Mr Dollar and his associates hoped to buy back the shares. 
But they were outbid by a Californian group headed by 
Mr Ralph Davies, a leader in the oil industry, who offered 
$18 million to Mr Dollar’s $14 million. There had been 
some criticism of the government’s failure to carry the fight 
to the Supreme Court. But at least the government has not 
done badly out of the denationalisation of the Dollar Line. 
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Its half-share of the proceeds amounts to $9 million 


: : r 
highest offer in 1945, when the government first tried | om 
the shares, was $8 million altogether. 

In the past five years the line’s financial position has 


improved, despite the shutting off of trade with Com: > inis, 
China. But with the revival of Japanese competitior the 
new owners will have to redouble the line’s scouring 


" i the 
seas for new business. Its most promising venture is . new 
service from Atlantic ports through the Panama Ca.) to 
Indonesia, for which an operating subsidy is being soug): 

_ In the Pacific, continued government aid appears impera- 
tive if American ships are to be kept afloat ; the wages bil] 


on Japanese ships is about one-eighth of that on American 
vessels of comparable size. But the whole range of shi ping 
subsidies is now being examined. Construction subsidies— 
to compensate ship-owners for the extra cost of b iying 
American-built ships—are still up in the air after the Comp- 
troller-General’s blast against them last year. The Truman 
Administration has been equally critical of tax deferment 
on funds set aside for purchase of new ships, and has asked 
both the Treasury and the Department of Commerce to find 
some other method of keeping the merchant marine up to 
date. The Maritime Commission is including operating 
subsidies in the study it is making for the Secretary of 
Commerce. The Eisenhower Administration should have 
the raw materials, at least, for a thorough overhau! of 
American shipping policy. 


Shorter Notes 


Ninety-two new television stations have been authorised 
by the Federal Communications Commission since last spring 
when it thawed the “ freeze.” imposed on new stations two 
years ago until it had sorted out the congestion on the air 
waves. Of this number, all of which are for cities that did 
not have stations earlier, five are already functioning. and 
nine are non-commercial stations managed by educational 
groups. There are now 200 television stations in operation 
or in prospect. 

. 


The petroleum industry expects an increase of 3.3 per cent 
in the demand for oil next. year, much below the annual 
increase in previous years. Domestic demand will rise by 
4.9 per cent but will be countered by an anticipated fal! in 
exports of 27.3 per cent. The industry's expansion will also 
slow down next year because the excess capacity required for 
defence purposes is now completed; the industry has in 
reserve facilities which could handle an extra million barie's 
a day. 

* 


Restaurants and snack bars that are plagued by the costs 
of dishwashing and breakage have found a solution in new 
plastic-covered paper plates just put on the market. The 
manufacturers claim these negative virtues for their product ; 
it will not give a paper flavour to food, will not absorb hot 
food, will not slide around and will not be cut through by 
vigorous use of cutlery. Most important to restaurants, it 
will eliminate dish washing, noise and slow service. 


* 


Orchestra conductors from small cities all over the United 
States had an opportunity for expert advice and praciice 
recently during a week-long symposium at the Philadelphia 
Academy of Music. Eighty-seven conductors attended and 
twelve of them rehearsed the famous Philadelphia Orchestra, 
assisted by suggestions from its regular conductor, Mr Eugene 
Ormandy. The sessions were co-sponsored by the America” 
Symphony Orchestra League which reports there are about 


660 symphonic groups in the nation, most of them non- 
professional. 
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The Soviet Regime—I 
es ena 


THE WORLD OVERSEAS 


Party and State under Stalin 
(By a Correspondent) 


N the later sessions of the nineteenth Congress of the 
— Soviet Communist Party, held last month, fundamental 
sroblems of the relations between party and state were raised 
by discussions and amendments to the Party Statute. Official 
loctrine on this subject is briefly expressed in article 126 of 
the Constitution, which describes the party as “ the directing 
nucleus of all organisations of the toilers, both social and 
state.” Its supremacy appears guaranteed in two ways: partly 
by the fact that most leading figures in civil, administration, 
industrial management, trade unions, armed forces and 
police are members of the party ; and partly by the activity 
of the party’s own hierarchy, which extends from the Central 
Committee down to “ primary organisations ” in factory or 
farm. Already the party’s eigkth Congress in March, 1919, 
laid down that it must “ direct but not replace ” the regular 
\uthorities. Party organisers must neither leave too much 
) the discretion of the administrators—which would lead 
to the “bureaucratic perversion” of the body politic—nor 
themselves take over routine administration—which would 
lead to neglect of the inner life of the party, and merge the 
party in the state machine. Thirty years later the Soviet 
eaders use the same phrases to denounce the failure of 
individual party organisers to make the “ correct” distinc- 
tion; but the truth is that the failure is due not to the 
mistakes of individuals but to the nature of the regime. 


Ever since 1917 the party has become more centralised. 
Nominally the Congress is its supreme organ. —In practice 
already in the first years of the regime the Central Committee, 
whose nominal function is to lead the party between Con- 
gresses, assumed the powers of the Congress. All Congresses 
since the fifteenth, held im December, 1927, have been occa- 
sions not for making policy but for proclaiming policy 
decisions that have already been taken. But if the Congress 
lost power to the Central Committee, the latter has now 
lost power to three smaller bodies elected from its ranks: 
the Politburo, Orgburo and Secretariat. Already in Lenin’s 
lifetime the Politburo usurped most of the political leader- 
ship originally reserved for the Central Committee ; while 
the Secretariat, controlled since April, 1922, by its General 
Secretary Stalin, usurped the functions of the Orgburo, of 
which it had been intended to be a technical subsidiary. It 
controlled all important appointments not only within the 
party machine but in the state administration as a whole. It 
is doubtful whether meetings of the Central Committee since 
1939 have been more than ceremonial occasions. 


Finally, the Politburo itself was:completely subjected to 
the will of Stalin through purges of all those veteran Bolshe- 
viks whose prestige made them capable of challenging Stalin’s 
authority. Since 1939 Stalin has been not only the leader of 
the party but its absolute autocrat. 


_A similar centralisation has taken place in government. 
The Council of People’s Commissars of the 1920’s was a 
body of manageable size, firmly controlled by the Politburo. 
(he industrial revolution of the five-year plans immensely 
complicated and extended the functions of government and 
made centralisation at the top more essential than ever. This 
central command was at first exercised solely by the Polit- 
buro. Under the 1936 Constitution the number of 
Commissariats was seventeen. During and after the war it 





increased to more than fifty. Ministries—as the Commis- 
Sariats were renamed in 1946—were set up for every major 
branch of economic activity. Ministers were, in fact, senior 
expert officials. The Council of Ministers, like the Central 
Committee of the party, seldom meets as a body. 


By the end of the war, however, there emerged an inner 
cabinet in the form of the vice-premiers. Today there are 
thirteen of these, and nine of them were also members of 
the Politburo. Each vice-premier appears to be responsible 
for the work of a group of ministries. It has been generally 
assumed that the supreme policy-making body was the 
Politburo of the party, and that the office of vice-premier 
held by all but two Politburo members was secondary. This 
was probably the case in 1941, but it seems not unlikely that 
in recent years these men’s main job has been to manage 
the business of government. 

The nineteenth Congress abolished the Orgburo and the - 
Politburo ; increased the membership of the Secretariat from 
five to ten and of the Central Committee from about seventy 
full members and seventy probationary members to 125 full 
members and eleven probationary members ; and instituted 
a new body, the Presidium of the General Committee with 
twenty-five full members and eleven probationers. 


Stalin the Autocrat 


The meaning of some of these changes is obvious, The 
Central Committee is a purely decorative body. The abolition 
of the Orgburo formally confirms the ‘supremacy of the 
Secretariat. The five new members of the Secretariat are 
assistants to its bosses, Stalin, Malenkov and Krushchov. 
The abolition of the Politburo deprives the party of its small 
policy-making body. The vice-premiers continue to exercise 
the state power. What is not so clear is the function of the 
Presidium. It is not stated how often it meets nor what are 
its precise duties, It may conceivably prove to be an 
important deliberative body, of about the same size as the 
Central Committee of 1917-1922. But executive power Will 
remain in the hands of the vice-premiers and the Secretariat 
—all of whose members are also members of the Presidium. 
And both vice-premiers and Secretariat, headed respectively 
by Molotoy and Malenkov, will be firmly held by the autocrat 
Stalin. 


If this analysis—which can be no more than a working 
hypothesis—is anywhere near the truth, the relationship of 
party to state has changed. In the past, the party was what the 
Constitution called it—the “ directing nucleus.” It imposed its 
will on all branches of the state machine. Even the establish- 
ment of Stalin’s autocracy did not alter this; for he was 
master of the party but used it to rule the country. Today 
it would seem that the party is only one of several instruments 
of power held by the autocrat. The others are the pyramid 
of soviets (the nominal machinery of central and local govern- 
ment under the Constitution); the economic administration ; 
the army and the police. 

It seems probable that the first of these four instruments 
is to a much greater degree subject to the party than are the 
other three. Even so, it is probable that the authority of the 
central ministries, and of their supervising vice-premiers, 





460 


over their departments within the provincial and local soviets 
is often greater than the authority of the provincial and local 
party committees over the executive committees of the corre- 
sponding levels of soviets. In the economic hierarchy the 
party’s influence is probably smaller. The party organisers 
in factories and agricultural enterprises are constantly 
exhorted to give political leadership and to supervise the 
execution of “ the plan.” They no doubt do their best, but 
whether their agitation makes for efficiency, and whether ‘it 
is welcomed by managements, is an open question. The 
managements take their orders from the central economic 
ministries and their supervising vice-premiers. In the struggle 
between party and ministries it is likely that the latter are 
quite often the more successful. 


In the military hierarchy the party exercises influence 
through the “ Political Administration,” which controls the 
political commissars and “ directors ” (politruks). These are 
responsible for indoctrination and propaganda, but their 
direct authority over the troops is certainly less than it was 
either in the 1920’s or in the period immediately after the 
Yezhov purge. Finally, the police hierarchy is a machine 
apart, which controls its own armed forces and its territorial 
state within the state, and infiltrates, by its “special” or 
“ secret” departments, into every branch of civil, military 
and economic administration. 


Thought Controls 


If it be true that these four hierarchies largely or wholly 
escape the control of the party, this does not mean that the 
party is not a powerful and important organisation. Essentially 
it performs two functions—propaganda and recruitment. 
There is no Ministry of Propaganda. The whole publicity 
apparatus is controlled by the party, that is by its Secretariat. 
The party’s propaganda machine decides the content of 
education in all parts of the Union, and sets the “ line ” in 
literature, the arts, historical studies and the natural sciences. 
When things go wrong, it is the party propaganda apparatus 
which concentrates hatred on whatever scapegoat the leaders 
have selected. At all times it may invade even the most 
intimate private life of every Soviet man, woman and child. 


Equally important is the party’s role in recriitment to the 
higher ranks of the regime. Though the civil, economic, 
military and police hierarchies seem to be growing more 
independent of the party hierarchy, their highest ranks are 
filled almost exclusively by members of the party. No one 
can rise high in civil government or police who does not 
join the party. In the army and in economic or cultural life 
a career may be made outside the party, but membership 
accelerates promotion. The Secretariat is responsible for 
appointments within the party machine, but also has a voice 
in the selection of persons for high office in any part of the 
state, with perhaps the partial exception of the police and 
the army. 


An organisation which enjoys an almost mythical prestige, 
dictates the intellectual life of the whole community, forces 
its way with its planned spontaneous enthusiasm into the 
private lives of all, and controls most of the avenues along 
which the ambitious must advance, is indeed a powerful force. 
The mentality of ail Soviet citizens in responsible positions 
has been affected, .positively or atauaieile the all-pervad- 
ing influence of the party. Nevertheless it has lost both power 
and prestige ever since the mid-1920’s, and its decline has 
gone further in the thirteen years that separate the nineteenth 
Congress from its predecessor. Real power belongs to the 
autocrat, who exercises it by balancing against each other both 
the different hierarchies—of which the party is one—and the 
leading personalities who are identified with each. This 
intricately balanced system, of whose operation we have only 
an occasional glimpse, is the creation of that great manipu- 
lator of men and institutions, Generalissimo Stalin. But it 
is also the result of changes in Soviet society which require 
consideration in a second article. 


(To be concluded) 
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Dr Chaim Weizmann 


WHEN Chaim Weizmann died last Sunday, Israel los: , 
monolithic president whom it cannot easily replace. ‘he 
use he had made of life caused him to tower above the 
ordinary run of man and to stand unshaken by the rough and 
tumble of his country’s politics, sectarian differences and 
economic quarrels. For some time illness had forced on him 
a quality of remoteness that some Israelis deplored. er 
when, in spite of this drawback, they re-elected him as their 
president in 1951, they paid a tribute that does credit to them 
as well as to him. Part of his distinction lay in the quality 
of his brain ; had he not reached world fame as a political 
Zionist he would have won the same high grade as a research 
chemist. 


He belongs to a generation that has seen changes greater 
than in any similar span of history. Yet even within it there 
can be few men whose end was so far removed from their 
beginning, yet so markedly linked to it by a chain of spirit 
and purpose. The main scenes in his history are well known 
even to Gentiles: they begin with a childhood in the Pripet 
marshes, marred by the spectre of persecution in Tsarist 
Russia ; then comes clandestine escape to jobs in Germany 
and Geneva, and the beginning of scientific distinction for 
research in dye-stuffs ; already this is interrupted by the 
counterpull of political Zionism. At the famous Zionist 
Congress of 1904 when Theodor Herzl, bent on quick relief 
from persecution, hung as backcloth to the rostrum not the 
customary map of Palestine, but a map of Uganda—where 
the British Government of the day had offered territory— 
Weizmann led the opposition to the offer. But this incident 
changed his life’s course. “ My Zionist views,” he wrote 
forty years later, “led me to look upon England as the one 
country which seemed likely to show a genuine sympathy for 
a movement like ours.” His instinct was not misplaced. 
There followed the research job in Manchester and the 
famous interview with the candidate for North Manchester in 
the 1906 election (“ But, Mr Balfour, we had Jerusalem when 
London was a marsh’); then, the perfection of his fermen- 
tation process which in 191§ produced acetone in adequat« 
quantity and, in 1917, the main political achievement of his 
life—the Balfour Declaration to the Jewish people. 


Waiting for Zion 


To the dismay of many Zionists this declaration amounted, 
for most of the thirty following years, to expectation deferred. 
Yet Weizmann knew, from thé moment of discovery of the 
conflicting promises that the British Government had made 
to Arab nationalists, that fulfilment must be slow. Unlike 
some of his fellow-workers, he was ready to expedite it by 
means of compromise and at the Zionist Congress of 1937. 
was in favour of the partition then proposed by Britain rather 
than of waiting for whole possession of Zion—a dream that 
has not come to pass. He lived to see his work crowned by 
the vote of the United Nations in favour. of partition—a 
decision that worked out more favourably for Israel than had 
been intended, largely owing to the misjudgments perpetrated 
by the then Egyptian and Arab governments—partly out 0! 
native imprudence, but also partly under foreign influence. 

In English hearts that are also Gentile hearts, there must 
always be a queer mixture of feeling towards this great man 
He is endeared to them by his appreciation of English 
Liberalism, to which he turned so deliberately and desperately 
in 1904. He owed a debt to it which he paid in World War !. 
by his inventions, and in World War-II with the life of his 
second son, who was killed in the Royal Air Force. Yet his 
preoccupation with the rescue of European Jewry by the 
foundation of Israel caused him to work against Britain— 
sometimes even to the length of agreeing to deplorable 
methods—during the bitter years between 1945 and 1947. 
Regrettably, his impressive autobiography, Trial and Error, 
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was, under pressure of mounting illness, finished during the 
‘stter year and carries at its end a stamp of animosity that 
.. did not feel for the greater part of his long life. 


All who ever met him have carried away with them a few 
‘arp impressions: he was serene because he wore the whole 
2-mour of faith ; he was driven by a singleness of purpose 
chat made him relentless; yet he deplored panic decisions and 
yporeciated compromise in a way more admired in London 
and Manchester than in Tel Aviv-or New York. For Israel, 
his death snaps an irreplaceable link with the years of endur- 
ance, for the land he has left is no longer Zionist, but 
nationalist. 


Stormy Days for Mr Yoshida 


[FROM OUR TOKIO CORRESPONDENT] 


Tue durability of Prime Minister Yoshida’s fourth succes- 
sive Cabinet must be measured not by the strength of the men 
who comprise it, but by the strength of the men who do not. 
On paper, Japan’s first Cabinet since the peace treaty was 
signed looks much stronger than the three that preceded it. 
Six able men from the great army of political and business 
leaders, who, it is instructive to recall, were once “ purged 
forever” from public life because of. their prewar and war- 
time activities, have been included and three have been 
appointed to key posts—Mr Tadaharu Mukai as Finance 
Minister, Mr Taketora Ogata as Chief Cabinet Secretary, and 
Mr Tokutaro Kimura as Minister of National Safety and 
Defence, 


But only one member of the Hatoyama faction, which Mr 
Yoshida humbled, has been included—Mr Mitsujiro Ishii, 
another depurgee, as Minister of Transportation. It is 
difficult to escape the conclusion that, by picking only one 
Hatoyama supporter for his team of sixteen, Mr Yoshida has 
been betrayed by the heady influence of his great personal 
triumph in defeating Mr Hatoyama’s bid for party leader- 
ship. The still strong and bitter Hatoyama faction in the 
Liberal Party will certainly not be placated by this almost 
contemptuous gesture ; it will, however, have the mischief- 
making advantage of holding a listening-post in the new 
Cabinet. 

True, Mr Yoshida, in his token acceptance of Mr 
Hatoyama’s face-saving insistence that he cease to rule by 
“his inner clique,” also dropped his two intimates, the 
former Agricultural Minister, Mr Kozen Hirokawa (who 
expects to fill Mr Yoshida’s place when the 74-year-old 
veteran at last steps down), and the former Gabinet Secre- 
tary, Mr Shigeru Hori. But this move was purely tactical 
and no one believes that the real influence of these two 
ambitious anti-Hatoyama stalwarts has been in any way 
diminished. “ Behind-the-screen” rule has always been 
popular in Japan. 

The enigmatic figure of Mr Mamoru Shigemitsu, who was 
sentenced to seven years’ imprisonment for alleged major war 
crimes, Casts another shadow over the new Yoshida Cabinet. 
Mr Shigemitsu’s “ middle-of-the-road ” Progressives number 
89, compared with Mr Yoshida’s uneasy and disunited team 
of 242 (of whom 30 are hard-core Hatoyama men). The Pro- 
Bressives are practically indistinguishable from the Liberals. 
The present situation is a reversion to the Japanese political 
scene of the thirties, when Westerners could detect few 
fundamental conflicts between the two main rival parties— 
the Seiyukai and the Minseito. The degree to which the 
Minseito was probably more conservative in finance and 
foreign policy than the Seiyukai is perhaps a measure of 
the difference between the contemporary Liberals and Pro- 
gressives. On the vital question of rearmament, Mr 
Shigemitsu tends to support Mr Yoshida’s evasive policy 
rather than Mr Hatoyama’s more honest recognition of the 
need for rearmament and for a direct approach to the people 
for an amendment of the dead-letter clause in the Occupation 
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Constitution prohibiting any Japanese army. Mr Yoshida 
and Mr Hatoyama are both working strenuously to woo Mr 
Shigemitsu, who is coyly hiding his face behind a fan. 

The Socialists could muster 116 followers if they united 
their so-called left and right wings. But they lack a leader, 
denounce rearmament and the retention of United States 
garrisons in Japan in the same breath, and include in their 
ranks some pious visionaries who are anxious to enthrone Dr 
Buchman of Moral Rearmament as a soothsayer among the 
Shinto gods. The strong man who might have united them 
is Mr Suehiro Nishio ; but he has just been sentenced to 12 
months’ imprisonment for being involved in the notorious 
Showa Denko (electric power) scandal which overthrew the 
Ashida Government. 


Against this stormy background of intrigue and disunity, 
Mr Yoshida’s Cabinet must work primarily but quietly for 
the consolidation and expansion of vital United States aid. 
Primarily, because if the Korean war ended tomorrow and 
the United States did not persist in its present plans for 
the development of Japan as a munitions annexe, Japan’s 
resurgent but precarious economy would collapse; but 
quietly, because no Japanese party can afford to make this 
admission openly while the popular Japanese mood is one 
of exultation at release from the silken but hated shackles 
of the Occupation. Japan’s leaders must pretend to be the 
free masters of their honourable fate—no matter how unsure 
they are of the nature of that fate and no matter how 
vulnerable they remain to the shifting loyalties and cabal! 
conspiracies in the Diet. 


Ex port Trade Prospects 


Costs are soaring, textile prices have dropped to a record 
low, labour disputes are widening and the population is still 
increasing at the rate of a million a year ; yet taxation reduc~ 
tions are promised and the United States is blandly expected 
to supply the equipment for Japanese rearmament. Mr 
Hayato Ikeda, who has been transferred from the Treasury 
to the Trade Ministry, has been greeted with an export 
programme forecast of $1,193 million for the next fiscal year 
(April 19§3—March 1954), compared with actual exports of 
$1,405 million in fiscal 1951. (The estimate for the current 
year is $1,148 million.) This estimate is partly based on “ an 
increase in the export of light machinery, sundries, marine 
and agricultural products to the Red China market ”—still 
the mighty imponderable in all Japanese export planning. 
The glittering prospects of Tonan Ajiya (South-East Asia) 
remain largely in the glitter stage. 


Meanwhile, Mr Yoshida has promised that he will correct 
some of the “ excesses” of the Occupation and it is evident 
that many of the rigorous anti-inflation measures laid down 
by the Occupation financial adviser, Mr Joseph M. Dodge, 
will be jettisoned with loud “ banzais!” Already three of Mr 
Dodge’s principles have been quietly discarded: the Bank 
of Japan is now underwriting food debentures ; the ban on 
underwriting of financial debentures by the Trust Fund 
Bureau has been lifted; and the Government is selling 
exchange currency to the Bank of Japan to supply yen funds 
to the foreign exchange account. Shipbuilders are also urging 
the revival of the o!d subsidy for the iron and steel industry, 
suspended two years ago. 


The unhappy fact is that if this Yoshida Cabinet does not 
survive, there will be no practicable alternative to another 
election, which may see the passing of Mr Yoshida, who on 
all counts is the ablest leader available in the dark and 
troublous days ahead. 


* * * 
Correction. On page 396 of The Economist of last week 


it was erroneously stated that the number of Kazakhs ir 
the Soviet Union had declined by more than 80,000 between 


- 1926 and 1939. The figure should have been 800,000. 














The Watch on Washington 


At one forty-five in the morning, on November 5th, 
Governor Stevenson conceded the American presidential 
election in the wake of General Eisenhower’s overwhelming 


landslide. All over the world Ministers and private 
individuals had been sitting glued to their wireless or waiting 
for the papers. In London the news came before breakfast 
and in Moscow during the morning break. In the Austral 
Islands people were finishing supper and in Samarkand they 
were relaxing after lunch. But wherever it might be, people 
realised that the world’s most powerful ship of state was 
launched on another four-year crossing with a new but 
famous captain, a rather disturbing first mate and a new 
and little-known crew. Everywhere, also, government and 
press tried to react intelligently to the news, with an air of 
having expected just this result all the while. For most 
embassies two sets of congratulatory messages had been 
prepared ; one set was scrapped and over the wires poured 
messages of felicitation to General Eisenhower and the party 
he brought into power. Beneath the bland surface of official 
congratulation much bewilderment or many second thoughts 
could be made out. In the capitals from Moscow to Madrid, 
people were asking themselves, “how does this affect us, 
and is it in our interest ?” The variety of answers provided 
a kind of weather-chart of political expectations on this side 
of the Atlantic. 


Views Behind the Curtain 


In Moscow, the public was told briefly that a man had 
come to the White House whose doctrine of liberating eastern 
Europe was merely a parroting of Hitler and whose advisers 
wore the mask of Goebbels. In its news commentary Moscow 
tadio predicted the spread of the Korean war to the Chinese 
mainland and informed its listeners that most American 
working men had either abstained from choosing “ between 
two valets of Wall Street” or had voted for the small 
Progressive party. In Soviet ruling circles, however, the 
Eisenhower victory will not have been entirely unwelcome, 
the argument being that tensions between~ European and 
American “oreign policies, particularly with respect to Asia, 
will be aggravated by a Republican State Department and 
a more aggressive Pentagon. 

In Warsaw the newspapers commented on the difference 
between the outcome of the American elections and those in 
Poland, where 99 per cent had voted for a peace-loving and 
proletarian National Front. Throughout the satellite press 
two themes were prominent: General Eisenhower’s victory 


"rf ereatly Nereaced Aonaer af imnerials - =e. ara 


to the countries of western Furone } 
oO the countrie ‘ western LLU what 
{ juggernaut they were harnessed to On the whole. 
wer power was presented as a first 
ré 1 Dreak-up OF the Atlantic alliance. 

140) frince< s+ th Iran f irtea: 

v< ringes O© the iTé WUTrtTain 

{ ‘YY + 1 ne : : j -% se 9 "y 
\ ] it CTOWINZS round a CeTtain unea ecri The 


S argued on the one 


A SURVEY OF 
INTERNATIONAL 


BANKING 
1952 


appears on page 487 | 








THE ECONOMIST, November 15, jo) 


hand that the Eisenhower accession might entail a dange:>,,;| 
high-handed policy in Asia, on the other that he migh: cyt 
through diplomatic red-tape and come to a high-level under. 
standing with the Kremlin. This latter possibility is 3 »3;- 
ticular thorn in Marshal Tito’s flesh, for it could bring with 
it a relaxation of the international tension on whic) his 
present position has been founded and developed. [5 the 
Scandinavian capitals there was scant effort to disguis. the 
disappointment created by Governor Stevenson’s defea: 
Stockholm a famous aphorism was modified to jead- 
“ politics is far too important a thing to be left to generals.” 
and considerable adverse attention was focused op 


y 


In 


th 
victories of Mr Nixon and Mr McCarthy. These cou ii 
fear any signs of American bellicosity and see their \./cty 


lying in the kind of pragmatic and gradual approach to «ast- 
west problems advocated by the defeated candidate. 


The further west one moved from the Soviet spher. the 
more complex and qualified were the reactions to the ¢):-1i0y 
result. In Berlin, where conditions are obviously ::ther 
special, the Christian and the Social Democrats showed |itt\e 


men in government but because of their latent hopes (or 3 
four power understanding on Germany. The so-called 
Liberals, on the other hand, rejoiced at the Republican 
triumph. They have long agitated for a “ direct German- 
American dialogue” and now hope to hear “ the voice of 
Senator Taft who has always been inclined towards a close 
understanding with our country.” They appear to have 


forgotten Mr Taft’s statements about “ blowing up the Ru! 


In Bonn, despite Dr Adenauer’s swift reassurances, General 
Eisenhower’s success caused mixed feelings and provoked 
an unmistakable nervousness. The Federal Republic 1: 
especially worried about any hints of isolationism, whether ‘n 
the form of campaign promises to cut down expenditure o: 
rearmament, or the implicit wish to get American troop 

of Korea. Whereas to many German circles the nam. 
Eisenhower is synonymous with Germany’s defeat 
occupation, Mr Stevenson was an unknown quanti) 
became as such the object of a good deal of hopeful sp: 
tion. Nevertheless, even among the most enlightened « 

in Bonn, the possibility of a special relationship w 
Republican Washington is being kept in mind. 


Acid Comments from Italy 


Nowhere, perhaps, were the echoes more comple. 
in Rome. Official circles hastened to express their ples 
but there is no doubt that a Stevenson victory had been / 
for, if only as a guarantee of a continued pro-Italian lobb, 
Washington. A major portion of the Ttaliens divine i: 
United States certainly voted tor the Democrats and 
not without influence on public opinion in the hon 
Italian socialists, moreover, have taken a pessimisti 
the outcome. They have commented acidly on the fa 
Italy’s close dependence on the United States puts it « 
at the mercy of a change in American policy or of Reput 
inexperience. There is, as yet, no question of a | 
between the different brands of socialism represent: 
Saragat and Romita on the one hand, and by Nenni on 


other ; but there is no doubt that the swing to powe: 
Republican administration —_ create a rapproch« 
between left parties and a er 


Gasperi regime. In Madrid, on the other hand, 
Republican victory has been received. As po 
out on page 442, a break in the of the Mac 


Washington negotiations is now expected, and it is gene’. \V 
felt that the Republicans will prove better friends of S) |!" 
than their predecessors. 


France, in a sense, summarises the entire e of fears 
and contradictory responses evoked in by the elect.on 
result. The extreme Left, of course, its cue from 
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Germany, even outside an EDC framework. On this datter 
point, moreover, it finds a sympathetic hearing in many other 
quarters. Despite General Eisenhower's message of greeting 
to France on the morrow of his victory, his reputed pro- 
German inclinations are feared, and the Republicans’ feelings 
,bout “dumping money down the French drain” are well 
known. 


The extreme Right in France, on the other hand, seems to 
be pleased, either because of a natural liking for generals in 
responsible posts or because of the calculation that Eisen- 
hower will back up anyone working for a resurgent and 
militant France. The Government is somewhat involved in 
this dilemma ; it fears any return to isolationism, but equally 
i; fears a venturesome policy which might end up in a 
\\ ;shington-Bonn pact or in an even greater military burden 
for France. With regard to Indo-China and North Africa, 
however, government spokesmen have been prophesying a 
more understanding attitude in the new Administration. This 

le complex of feelings might be summed up in a state- 
nt by L’Observateur: “ Stevenson aurait rassuré: Eisen- 
wer inquiétera.” That observation might well stand for 
Europe as a whole. 


- a 


Party Meeting in Zagreb 
[BY A CORRESPONDENT] 


[ue sixth Congress of the Jugoslav Communist Party which 
ied last week marks an important milestone in Marshal 

‘ progress away from Soviet Communism. Perhaps it 

| be truer to say it marks the change from retreat to 
After the Congress had finished, the Jugoslay Com- 

t Party had changed its name, its organisation and its 
rramme. It had not, with the exception of the two 
sheep, Neskovic and Djuric, changed any of its main 
nnel. The Politburo, in future to be known as the 
itive of the Central Committee, and to be reduced to 
‘en, contains all the outstanding associates of Tito ; its 
nan secretariat is composed of the big four—Tito, 
lel}, Rankovic and Djilas, plus Kidric and the army 
‘ral Gosnjak. This continued inclusion of Kidric at 
‘ry heart of power does not square with the rumours 
ent over the past 18 months that he was about to be 
ted, had fallen from power, or had been dismissed from 

¢ because of muddle and mistakes in economic planning. 
the new additions to the Central Committee are al! strong 
‘porters of Tito—Tempo. his trusted wartime associzte:: 
tstanding figure in the jJugoslav trade umions 


e*-$ 





the few Jugoslav Communists who spent a 
long time in Soviet Russia to be able e! 
g *s of what life in Stalin’s paradise is really 
‘ Lé ant Croat who has fought hard for 
ficial attitude towards the peasants, and 
le enigmatic strong man of Macedonia 
Tito Seeks More friends 


The new name of the Party is to be “ Union of the Com- 


' nunists Of Sovialist Jugoslavia ” ; this is designed to be more 
" 1 keeping with its most important task for the furure—the 
~ ideological education ” of the people. The change in name 
'\ also designed to give point to “ the historical part ” 
which Jugoslay Communists are now playing in the struggle 


against “the Soviet-Cominformist revisionism of Marxist 
theory and practice” and in “ unmasking Soviet manceuvres 
directed not against our country but everywhere.” 
Revelations about how the Soviet Union treats satellite states, 
which were formerly regarded as top secret, now come thick 


and fast, and Tito added to them in his speech to the 
Congress. It is mot clear whether this policy is designed to 
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make friends amongst other anti-Soviet forces in the inter- 
national field, but it will certainly help to do so. 


For the first time since the break with the Cominform, <a s 
Marshal Tito made it abundantly clear that he wants more ae 
friends, and is very anxious to abandon the position of mG og 
isolation between east and west. Jugoslav members of the se 
Peoples’ Front (now to be called the “ Socialist Federation of : a 
Working People of Jugoslavia ”), as well as Communist Party E ; 
members were exhorted as groups and as individuals to try Li 
to “ play an important part in co-operation in the international a 
field”; and Tito himself has set an immediate example by ae 
accepting the British Government’s invitation to visit this Rg 
country. In short, the Soviet attitude to relations with 
Capitalist countries has been thrown overboard. - 

Delegated Powers 

The Congress also endorsed proposals which scrap the o 
whole Soviet conception of the state and of the organisation | a 
and role of the Communist party. The new Jugoslav ideas eae 
which will take their place are claimed to be more democratic, Bh Fe 
to be designed to foster real socialism and, in contrast to i iy 
Soviet deviations, to be more in accord with Marxist princi- bea. 
ples. The state will now be based on a new constitution i 
which was outlined to the Congress in a speech by Mr ‘ Hi 
Pijade, and will be introduced to parliament in November. E 3 
Its outstanding feature is the delegation of government to x ae 
more elected assemblies ; “ Councils of Producers ”—that is, ait 4 
representative bodies for manual workers—will be introduced ge 
at all levels of government except the very lowest. The new x Se @ 
constitution follows a process of decentralisation that has eee 
been going on now for 18 months. Most departments of me AY 
the central government have already been dissolved and their ae y y 
work is to be carried on at local government level under ae 
the control of the newly elected assemblies. This it is claimed ot 4%) 
represents the withering away of the state of classical * 
Marxism... It also aims at bringing many more of the general “ a 
public into local government. ae 

The basic problem which still remains unexplained is how i j ; 
the Communist Party is to maintain its hold over government. 3 ce 2 
The final resolution passed by the Congress emphasised the eee 
point made repeatedly in the leaders’ speeches that ee. 

the Union of Communists is not and cannot be the leader +e | 
in direct contro] of economic, state or social life, but acts oy ; 
in all organisations through its political and ideological 7 ay 


work. 


This seems to imply that the Jugosiav Communists, nuw 


somc 779,382 strong in a total population of over 16 million, eee 
are tO DC Ath crite WiheCad Wiki thidstdidits Vici ' . 
y force of example alone. At the same time vel 
Marshal Tito reiterated that the existence oth political 
parties is not to be allowed ; in fact, therefor * Comm 
Party will still ha politi non 
All the same, great efforts are 
make sure that the list 
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free—cnough popular votes to oust Communists from other a 
in any section of government. This danger probably explains 

why manual workers—who may be considered as pctential 
Communist supporters—have been given (wo votes at all 

except the lowest level of government. 


LA pvasun . . 


Lowering the Economic Sights ‘ } 


On the economic side the Congress showed that policy has 
been considerably modified and along lines long suggested 
by Western experts. In Mr Kidric’s speech—which was a 
little more intelligible than usual—and even more in Marshal 
Tito’s references to economic affairs, the emphasis was oa ay, 
scaling down industrial planning so that “ only those projects ‘ 





The Watch on Washington 


At one forty-five in the morning, on November $th, 
Governor Stevenson conceded the American presidential 
election in the wake of General Eisenhower's overwhelming 


landslide. All over the world Ministers and private 
individuals had been sitting glued to their wireless or waiting 
for the papers. In London the news came before breakfast 
and in Moscow during the morning break. In the Austral 
Islands people were finishing supper and in Samarkand they 
were relaxing after lunch. But wherever it might be, people 
realised that the world’s most powerful ship of state was 
launched on another four-year crossing with a new but 
famous captain, a rather disturbing first mate and a new 
and little-known crew. Everywhere, also, government and 
press tried to react intelligently to the news, with an air of 
having expected just this result all the while. For most 
embassies two sets of congratulatory messages had been 
prepared ; one set was scrapped and over the wires poured 
messages of felicitation to General Eisenhower and the party 
he brought into power. Beneath the bland surface of official 
congratulation much bewilderment or many second thoughts 
could be made out. In the capitals from Moscow to Madrid, 
people were asking themselves, “how does this affect us, 
and is it in our interest ?” The variety of answers provided 
a kind of weather-chart of political expectations on this side 
of the Atlantic. 


Views Behind the Curtain 


In Moscow, the public was told briefly that a man had 
come to the White House whose doctrine of liberating eastern 
Europe was merely a parroting of Hitler and whose advisers 
wore the mask of Goebbels. In its news commentary Moscow 
radio predicted the spread of the Korean war to the Chinese 
mainland and informed its listeners that most American 
working men had either abstained from choosing “ between 
two valets of Wall Street” or had voted for the small 
Progressive party. In Soviet ruling circles, however, the 
Eisenhower victory will not have been entirely unwelcome, 
the argument being that tensions between- European and 
American “oreign. policies, particularly with respect to Asia, 
will be aggravated by a Republican State Department and 
a more aggressive Pentagon. 7 


In Warsaw the newspapers commented on the difference 
between the outcome of the American elections and those in 
Poland, where 99 per cent had voted for a peace-loving and 
proletarian National Front. Throughout the satellite press 
two themes were prominent: General Eisenhower’s victory 
meant a greatly increased danger of imperialist war, and it 
would make clear to the countries of western Europe what 
kind of juggernaut they were harnessed to. On the whole, 
the Republican sweep to power was presented as a first 
symptom in the predicted break-up of the Atlantic alliance. 


In capitals just beyond the fringes of the Iron Curtain 
these Communist crowings found a certain uneasy echo. The 
reaction in Belgrade was confused ; it was argued on the one 
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band that the Eisenhower accession might entail a dange: ously 
high-handed policy in Asia, on the other that he migh: cy; 
through diplomatic red-tape and come to a high-level under. 
standing with the Kremlin. This latter possibility is 3 par. 
ticular thorn in Marshal Tito’s flesh, for it could briny with 
it a relaxation of the international tension on whic! his 
present position has been founded and developed. 1 the 
Scandinavian capitals there was scant effort to disgui.c the 
disappointment created by Governor Stevenson’s defes:. Ip 
Stockholm a famous aphorism was modified to ‘cad: 
“ politics is far too important a thing to be left to generals.” 
and considerable adverse attention was focused on the 
victories of Mr Nixon and Mr McCarthy. These countries 
fear any signs of American bellicosity and see their «:fety 
lying in the kind of pragmatic and gradual approach to cast- 
west problems advocated by the defeated candidate. 


The further west one moved from the Soviet sphere. the 
more complex and qualified were the reactions to the ¢!- ction 
result. In Berlin, where conditions are obviously :ather 
special, the Christian and the Social Democrats showed little 
pleasure, not only because they are ‘suspicious of military 
men in government but because of their latent hopes {or a 
four power understanding on Germany. The so-called 
Liberals, on the other hand, rejoiced at the Republican 
triumph. They have long agitated for a “direct German- 
American dialogue” and now hope to hear “ the voice of 
Senator Taft who has always been inclined towards a <lose 
understanding with our country.” They appear to have 


1982 


‘forgotten Mr Taft’s statements about “ blowing up the Ruhr.” 


In Bonn, despite Dr Adenauer’s swift reassurances, General 
Eisenhower’s success caused mixed feelings and provoked 
an unmistakable nervousness. The Federal Republic is 
especially worried about any hints of isolationism, whether in 
the form of campaign promises to cut down expenditure on 
rearmament, or the implicit wish to get American troops out 
of Korea. Whereas to many German circles the name of 
Eisenhower is synonymous with Germany’s defeat and 
occupation, Mr Stevenson was an unknown quantity and 
became as such the object of a good deal of hopeful specula- 
tion. Nevertheless, even among the most enlightened circles 
in Bonn, the possibility of a special relationship with a 
Republican Washington is being kept in mind. 


Acid Comments from Italy 


Nowhere, perhaps, were the echoes more complex than 
in Rome. Official circles hastened to express their pleasure, 
but there is no doubt thata Stevenson victory had been hoped 
for, if only as a guarantee of a continued pro-Italian lobby in 
Washington. A major portion of the Italians living in the 
United States certainly voted for the Democrats and this is 
not without influence on public opinion in the homeland. 
Italian socialists, moreover, have taken a pessimistic view of 
the outcome. They have commented acidly on the fact that 
Italy’s close dependence on the United States puts it doubly 
at the mercy of a change in American policy or of Republican 
inexperience. There is, as yet, no question of a fusion 
between the different brands of socialism represented by 
Saragat and Romita on the one hand, and by Nenni on the 
other ; but there is no doubt that the swing to power of a 
Republican administration may create a rapprochenient 
between left parties and a stiffer attitude towards the de 
Gasperi regime. ~In Madrid, on the other hand, the 
Republican victory has been warmly received. As poinied 
out on page 442, a break in the deadlock of the Mad:id- 
Washington negotiations is now expected, and it is generally 
felt that the Republicans will prove better friends of Spain 
than their predecessors. 


France, in a sense, summarises the entire range of {c21s 
and contradictory responses evoked in E by the election 
result. The extreme Left, of a, a its cue from 
Moscow and is pro ing the spread of war in Asia, '1¢ 
further militarisation of ¢ and the rearmament °! 
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Germany, even outside an EDC framework. On _—— 
point, moreover, it finds a sympathetic hearing in many other 
quarters. Despite Eisenhower's message of greeting 
to France on the morrow of his victory, his reputed pro- 
German inclinations are feared, and the Republicans’ feelings 
about “ dumping money down the French drain ” are well 
known. 

The extreme Right in France, on the other hand, seems to 
be pleased, either because of a natural liking for generals in 
responsible posts or because of the calculation that Eisen- 
hower will back up anyone working for a resurgent and 
militant France. The Government is somewhat involved in 
this dilemma ; it fears any return to isolationism, but equally 
it fears a venturesome policy which might end up in a 
\W ashington-Bonn pact or in an even greater military burden 
for France. With regard to Indo-China and North Africa, 
however, government spokesmen have been prophesying a 
more understanding attitude in the new Administration. This 
whole complex of feelings might be summed up in a state- 
ment by L’Observateur: “ Stevenson aurait rassuré: Eisen- 
ower inquiétera.” That observation might well stand for 
Europe as a whole. 


Party Meeting in Zagreb 
[BY A CORRESPONDENT] 


sixth Congress of the Jugoslav Communist Party which 
led last week marks an important milestone in Marshal 
Tito’s progress away from Soviet Communism. Perhaps it 
yuld be truer to say it marks the change from retreat to 
After the Congress had finished, the Jugoslav Com- 
munist Party had changed its name, its organisation and its 
programme. It had not, with the exception of the two 
black sheep, Neskovic and Djuric, changed any of its main 
personnel. The Politburo, in future to be known as the 
executive of the Central Committee, and to be reduced to 
thirteen, contains all the outstanding associates of Tito ; its 
six-man secretariat is composed of the big four—Tito, 
Kardelj, Rankovic and Djilas, plus Kidric and the army 
General Gosnjak. This continued inclusion of Kidric at 
the very heart of power does not square with the rumours 
current over the past 18 months that he was about to be 
arrested, had fallen from power, or had been dismissed from 
office because of muddle and mistakes in economic planning. 
The new additions to the Central Committee are all strong 
supporters of Tito—Tempo, his trusted wartime associate ; 
Salaj, the outstanding figure in the Jugoslav trade unions, 
and one of the few. Jugoslayv Communists who spent a 
sufficiently long time in Soviet Russia to be able to tell 
bloodcurdling stories of what life in Stalin’s paradise is really 
uke ; Bakaric, the brilliant Croat who has fought so hard for 
a change in the official attitude towards the peasants, and 
Kolishevski, the enigmatic strong man of Macedonia. 


Tito Seeks More Friends 


The new name of the Party is to be “Union of the Com- 
munists of Socialist Jugoslavia ” ; this is designed to be more 
in keeping with its most important task for the future—the 
~ ideological education ” of the people. The change in name 
‘s also designed to give point to “ the great historical part ” 
which Jugoslav Communists are now playing in the struggle 
against “the Soviet-Cominformist revisionism of Marxist 
theory and practice” and in “ unmasking Soviet manceuvres 
directed not only against our country but everywhere.” 
Revelations about how the Soviet Union treats satellite states, 
which were formerly regarded as top secret, now come thick 
and fast, and Tito added to them in his speech to the 
Congress. It is not clear whether this policy is designed to 


ea 
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make friends amongst other anti-Soviet forces in the inter- 
national field, but it will certainly help to do so. 


For the first time since the break with the Cominform, 
Marshal Tito made it abundantly clear that he wants more 
friends, and is very anxious to abandon the position of 
isolation between east and west. Jugoslav members of the 
Peoples’ Front (now to be called the “ Socialist Federation of 
Working People of Jugoslavia”), as well as Communist Party 
members were exhorted as groups and as individuals to try 
to “ play an important part in co-operation in the international 
field”; and Tito himself has set an immediate example by 
accepting the British Government’s invitation to visit this 
country. In short, the Soviet attitude to relations with 
capitalist countries has been thrown overboard. 


Delegated Powers 


The Congress also endorsed proposals which scrap the 
whole Soviet conception of the state and of the organisation 
and role of the Communist party. The new Jugoslav ideas 
which will take their place are claimed to be more democratic, 
to be designed to foster real socialism and, in contrast to 
Soviet deviations, to be more in accord with Marxist princi- 
ples. The state will now be based on a new constitution 
which was outlined to the Congress in a speech by Mr 
Pijade, and will be introduced to parliament in November. 
Its outstanding feature is the delegation of government to 
more elected assemblies ; “ Councils of Producers °—that is, 
representative bodies for manual workers—will be introduced 
at all levels of government except the very lowest. The new 
constitution follows a. process of decentralisation that has 
been going on now for 18 months. Most departments of 
the central government have already been dissolved and their 
work is to be carried on at local government level under 
the control of the newly elected assemblies. This it is claimed 
represents the withering away of the state of classical 
Marxism. .- It also aims at bringing many more of the general 
public into local government. 


The basic problem which still remains unexplained is how 
the Communist Party is to maintain its hold over government. 
The final resolution passed by the Congress emphasised the 
point made repeatedly in the leaders’ speeches that 


the Union of Communists is not and cannot be the leader 
in direct contro] of economic, state or social life, but acts 
in all organisations through its political and ideological 
work. ' 


This seems to imply that the Jugoslay Communists, now 
some 779,382 strong in a total population of over 16 million, 
are to be an elite which will maintain their dominant position 
by force of example alone. At the same time, however, 
Marshal Tito reiterated that the existence of other political 
parties is not to be allowed ; in fact, therefore, the Communist 
Party will still have a political monopoly. 


All the same, great efforts are obviously being made to 
make sure that the Communist programme and methods 
arouse less antagonism than in the past. Under the new 
constitution it would be possible to muster—if voting is 
free—enough popular votes to oust Communists from office 
in any section of government. This danger probably explains 
why manual workers—who may be considered as potential 
Communist supporters—have been given two votes at all 
except the lowest level of government. 


Lowering the Economic Sights 


On the economic side the Congress showed that policy has 
been considerably modified and along lines long suggested 
by Western experts. In Mr Kidric’s speech—which was a 
little more intelligible than usual—and even more in Marshal 
Tito’s references to economic affairs, the emphasis was on 
scaling down industrial planning so that “ only those projects 
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will be started for which it is proved that there are financial 
means both at home and abroad, and which are justified 
technically and economically.” Investment in the near future 
is to be devoted to finishing industrial projects already begun, 
to developing roads, railways and transport, and, for the first 
time to any considerable extent, to developing agriculture, 
Capital investment is to rely on Jugoslavia’s “own forces of 
production and it will be based on the exploitation of our 
own raw materials.” Thus the Jugoslav planners have at 
last come down to earth and abandoned what Tito character- 
ised as the “ megalomania” of previous grandiose schemes. 
The party attitude to collectivisation of agriculture does not 
appear to have changed ; the increase of co-operative farms 
is still urged—but no longer by methods that will antagonise 
the peasants. The aim now is to make co-operative farms so 
successful financially that individual peasants will be per- 
suaded to join by the possibility of making larger profits. 
In fact, throughout both industry and agriculture, financial 
profit is to be the incentive to greater production. This 
implies that consumer goods will be available. 


The sum total of all these changes is to make a state very 
different from the Soviet pattern for Communist satellites ; 
very different, too, from the democratic conceptions of the 
West. The future alone will show whether Marshal Tito 
has really carried the bulk of his Communists with him. To 
Communists trained in the old Moscow traditions these 
apparent deviations must be very difficult to stomach. It is 
perhaps significant that over a third of the party membership 
has joined since the Cominferm split—that is nearly 90 per 
cent have joined since the beginning of the war. For Jugo- 
slavia’s non-Communist allies the questions of immediate 
interest will be to see if the changes really make government 
in Jugoslavia more democratic and less a prerogative of 
Communists, and whether in doing so they make Tito’s 
government more genuinely popular and stable. 


Greece’s Defence Burden 


Tomorrow the Greeks are again going to the polls to give 
their verdict on the rival merits of Field-Marshal Papagos’s 
Greek rally and the EPEK-Liberal coalition led by General 
Plastiras. In the sound and fury of the election campaign 
it was hardly to be expected that there would be much 
constructive criticism of Greece’s pressing domestic 
problems. Yet the importance of the elections primarily lies 
in whether or not they produce a strong and stable govern- 
ment which can apply to the Greek economy the long-term 
recuperative measures that will enable it to bear the heavy 
burden of its defence effort. 


The Greek voter has, at any rate, been reminded of the 
important part his country is coming to play in the defence 
plans of the Nato powers. Fourteen members of the North 
Atlantic Council arrived in Athens this week to discuss with 
Greek military leaders the organisation of defence in the 
Balkans and the eastern Mediterranean. But the Greeks are 
beginning to wonder whether they will be able to play their 
allotted role. In spite of millions of dollars of- foreign aid, 
their economy has never recovered from the ravages of war 
and civil war ; and now American aid, which fell from $206.8 
million in 1950-51 to $182 million last year, is to be reduced 
still further to $82 million in the current financial year. 


The Greeks now have a total of about 150,000 men under 
arms and an army of nine to ten divisions; with their 
impoverished ecoromy they can fairly claim to have sacrificed 
more than most to the needs of national defence ; and, owing 
to the civil war against the Communists, they have been 
sustaining a heavy defence burden for longer than the other 
members of Nato. In 1948-49, 8.4 per cent of the Greek 


national income went on defence ; in the present financial 
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year sthe figure has risen to 9.3 per cent. This is a higher 
mage than in many wealthier countries, and the sacrifice 
or the Greeks has been proportionately heavier ; whereas jn 
1950 the national income in France’ amounted to $492 per 
head of population, in Italy to $261, and in Denmark to 
$880, in Greece it was only $150. 

Greece is also devoting a larger proportion of its budget 
expenditure to defence than are most of its Nato pariners, 
Between 1948 and 1950 4§ per cent of the budget went on 
defence ; in 1950-51 the figure rose to §2.8 per cent, and ip 
the last fiscal year it was 49.§ per cent. This includes the 
cost of war pensions and of the Gendarmerie (who fought 
against the Communist guerillas) but not the cost of the 
rehabilitation of the 700,000 made homeless through the civi] 
war. The Greek figure compares with Denmark’s 14.5 per 
cent, Britain’s 41.8 per cent, France’s §2.8 per cent and a 
Nato average of 39 per cent. 


Permanent Under-nourishment 


This heavy defence expenditure has meant that Greece 
has very little left over for domestic investment. In 1951-52 
only 12.5 per cent (or $266 million) of the national income, 
including American aid, was available for this purpose. Only 
Portugal with 10.5 per cent and Turkey with 10.6 per cent 
invested a smaller portion of their national income ; only 
Portugal with $249 million invested less in absolute terms. 
Moreover, the Greeks have had to see the greater part of 
the counterpart funds derived from American aid swallowed 
up either directly or indirectly by defence needs. Only 
22 per cent (or 1,785 billion drachma) of the counterpart 
funds available up to June 30, 1951, were devoted to the 
development of local production. France spent 84 per cent 
of its counterpart funds during the comparable period for 
this purpose and Turkey §0 per cent. 


One result of this inability to increase the country’s produc- 
tive capacity and improve the standard of living has been the 
permanent under-nourishment of the Greek people. The 
average daily consumption in calories per head, which even 
before the war was only 2,600, fell in 1951-52 to 2,400. In 
Britain and most west European countries food consumption 
at present is running at about 3,000 calories. Another result 
has been a serious deficit in the balance of payments. It is 
true that the deficit which in 1950 amounted to $321 million 
was last year reduced to $190.§ million. But with the drastic 
cuts in American aid the Greeks take a gloomy view of the 
future. They have submitted a memorandum to the OEEC 
Council suggesting that Greece should be allowed to cut 
down its imports of luxury and semi-luxury goods, and that 
other countries belonging to the European Payments Union 
should buy more Greek exports. The snag here is that so 
many Greek products are unable to sell competitively in 
world markets, which is clearly a result of the Greek Govern- 
ment’s inability to curb the rise in domestic prices and costs. 


Military Service Cut 


The new Greek Government will undoubtedly be able to 
make out a good case to the Nato Council and to the MSA 
authorities for more of a helping hand. It can point to the 
fact that it has already been found necessary to cut the period 
of military service from 30 or 36 months to 2 years ; and that 
although this has not affected the present strength of the 
armed forces it must inevitably do so next year. The Nato 
authorities, on the other hand, can fairly point out that the 
wealthy Greek private investor is not yet doing his bit to 
build up his country’s economy ; that the taxable capacity of 
the wealthier classes is quite inadequately exploited ; and, 10 
short, that the Greeks have not done anything like all they 
could and should to put their house in order by controlling 
their domestic inflation. The trouble has too often been that 
what was economically desirable was not politically expedient. 
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H. G. Wells once remarked that most 
people when they think they are thinking, 
are in fact merely re-arranging their 
prejudices. 

How aptly this applies to many a 
manufacturer and his advertising! Year 
by year he launches, and announces to the 
trade, what he calls an entirely “new” 
advertising campaign for his products— 
whereas, in fact, it is new only in the 
re-arrangement of its prejudices! 

The musty trade-mark, the dowdy 


name-block, the Victorian package, must 


all go in—for “‘ round those our business 


was built.”’ 


He cannot disentangle 








himself from the trappings of the past. 

Crawfords was founded on and follows 
a wholly opposite belief—namely, that 
advertising should keep pace with the 
swiftly changing times. More—that it 
should set the pace. 

For many an intelligent client Crawfords 
have swept away the cobwebs of his 
business, re-designed his packaging, 
modernised his windows and display, and 
created a style of advertising which puts 
him in the lead. 

It has always paid. For in advertising, 
as in fashion, as in films, as in motorcars 


—newness and freshness rate first. 
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Aspects of Enterprise No. 18 





Research and development 


have been undertaken on a greatly enlarged scale 
since the war. The Simon companies sell their 
specialised experience, designs and equipment in 
over fifty countries, and to ensure that these 
tangible and intangible products continue to 
compete in world markets a large block of new 
research and development buildings has been 
built at Cheadle Heath and brought into use in 
stages during-the past two years. A vigorous flow 
of new ideas in plant and processes is more vital 
than ever to keep Britain in the forefront as a 


producing and exporting nation. . 


SIMON-CARVES LTD 

SIMON HANDLING ENGINEERS LTD 
HENRY SIMON LTD 

TURBINE GEARS LTD 

HUNTINGTON, HEBERLEIN & CO, LTD 
CHEMICAL ENGINEERING WILTONS LTD 
DUDLEY FOUNDRY CO. LTD 
SANDHOLME IRON CO. LTD 

THOS. ADSHEAD & SON LTD 

METAL LAUNDRIES LTD 

TYRESOLES LTD 
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These facts are published to show what British workers 
can achieve in spite of difficulties, 
with British organising skill behind them, 


It can be done 


The job was an oil refinery in Britian—and this vital ind 


demands speed. Every stage of construction was scheduled 


in advance; and, for good reasons, the day and the ho), 
were fixed for completion of one essential section. Thi: 
volved complex construction by unconventional met! 


requiring 4,000 tons of concrete and steel. 


A programme was drawn up 
showing each day’s work for the 
six months allotted. 


Everyone responsible had a 





copy and everyone worked to 
it. Whatever the weather — 
and this was midwinter— 
progress never departed 
substantially from schedule ; 
and the work was finished a 
few hours ahead of time. 
That programme, though 
backed by knowledge and 
experience, relied on the spirit 
of the men on the job, and it 
was they wha proyed it correct. 


JOHN LAING AND SON LIMITED. Building and Civil Engineering Contractors 
London, Carlisle, Johannesburg, Lusaka. Established in 1848 





Could your business 
burn tonight ? 


Your business is in danger as 
long as your records, the basis 
of business, are not safe from 
fire. And the longer fire has 
left you alone, the greater the 
odds that it will call. Tonight 
is as likely as any other night. 
And papers, files, ledgers are 
the fuel flames feed on. 


But fire will not destroy 
papers locked in Chubb Files. 
They are severely tested not 
only against fire but against {all. 
To ensure that your records 
are as secure as this, send for 
further details of Chubb Fire- 
resisting Record Protection 
Equipment for the office. 


CHUBB 


RECORD PROTECTION 


CHUBB & SON’S LOCK AND SAFE CO. LTD. 
40-42 OXFORD STREET LONDON WI ’ 


te 
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THE BUSINESS WORLD 


Good Intentions and Steel 


{ | no longer seems as certain as it did three months ago 
‘hat all the Government really hopes to achieve by 
sice! denationalisation is simply the status quo ante 1949. 
Some phrases in the Steel Bill published last week, and 
some remarks elsewhere, suggest a concern for competi- 
tive efficiency as well as for private ownership, and an 
awareness that the one may not automatically flow from 
the other. This inference, admittedly, is debatable ; and 

raises the question whether the Bill as framed would 
‘nable the Government to carry out such better 
intentions. 

(he potentially significant changes between the White 
Paper and the Bill have been widely noted. The primary 
duty of the Iron and Steel Board that the Government 
proposes to recreate is mow to exercise general super- 
vision with a view to promoting the supply of-iron and 
steel products “ under competitive conditions.” There 
are some indications that this might curiously be 
construed to mean only that prices in the industry should 
be controlled so as to give iron and steel producers as fair 
margins of profit, and opportunities to provide for 
replacement and some expansion, as other price- 
controlled industries enjoy ; but other signs are more 
encouraging. In the somewhat remote possibility that the 
proposed board might become responsible for the import 
of raw materials or finished iron and steel, it is expressly 
denied the power to sell such materials at prices lower 
than their cost without special Ministry consent ; and the 
power mentioned in the white paper “for the less to-be 
recovered from appropriate sectors of industry, as is done 
at present” is no longer specifically provided, though 
the board’s generalised powers to: raise levies would 
probably cover it. These alterations-may be considered 
beside the recent change in pig iron prices to correspond 
rather more closely with raw material costs, and with Mr 
Sandys’s comment in the Commons three weeks ago that 
the present system of equalising materials costs in the 
steel industry . 


possesses all the disadvantages of any system of price averag- 
ing in that it masks real costs and interferes with the healthy 
operation of normal economic forces. 
Such indications of the Government’s ideas on policy for 
the board as have appeared recently, therefore, do 
indicate some_change in emphasis since the white paper 
was published in July. 3 


* 


In assessing the significance of this change, it should 
be noted that in this Bill the Government attaches, 
formally at least, as much importance to the board’s 
supervision of the industry as it does to the extinguishing 
of the half-baked state steel corporation and the return 
of its nationalised companies to private ownership. The 
duties of the board are wide. So is its scope. Apart from 
general supervision, it is directed particularly to “keep 
under review” productive capacity, arrangements for 
obtaining and distributing raw materials, prices, research 





and training, safety and welfare arrangements, and joint 
consultation (apart from that concerning terms of 
employment). Its purview is wider than the nationalised 
corporation’s: it covers not only the production of iroz 
ore, iron, steel, heavy forgings, tubes, bars, and tinplate 
or terneplate, but also ironfounding and steelfounding. 


‘The board’s powers, however, are considerably 
restricted. Its power to supervise development, is defined 
rather unexpectedly, almost entirely in the negative 
Iron and ‘steel producers under its supervision may be 
required to give particulars in writing of any additional 
production facilities they propose to provide and not to 
proceed without the board’s consent. But the board must 
“ensure ” that no such particulars shall be required for 
proposals that “ would be unlikely substantially to affect 
the efficient and economic development of production 
facilities in Great Britain”; and it shall not refuse its 
consent unless it considers that a proposal “ will seriously 
prejudice ” this general development. The responsibility 
of the 1946 board 

to review and supervise programmes of development needed 

for the modernisation of the iron and steel] industry and to 

watch over the execution of approved schemes in such 

programmes 
has become in this parliamentary draft the power to 
“consent” or to “ withhold consent.” Whether it has 
thereby suffered any sea change is perhaps partly a matter 
for the lawyers; and the whole procedure, in consultation 
with the industries’ trade associations, can be defined 
only in practice. But the change in phraseology is inter- 
esting. It is at any rate hard to discern in these sharply 
limited powers the heavy-handed control that some iron~ 
founders have been crying out against. The question, 
perhaps, is rather whether such powers guarantee the 
board enough effective influence upon the location and 
capacity of such economic plants as the industry chooses 
to provide on a commercial basis. It is possible that the 
Bill might, in practice, tend to moderate this influence 
out of existence. 


The board’s powers to control prices, too, are limited. 
It may fix maximum prices for any products of the iron 
and steel industries that it supervises, though it is not 
obliged to do so; the exercise of price control for the 
made-to-order products of the many jobbing iron. 
foundries, for example, is hardly likely to appeal to it. 
These maximum prices will apply only to producers and, 
by notice, to selling agents handling “the whole or a sub- 
stantial part ” of a producer’s output ; all other merchants 
or selling agents may sell at what prices they please. This 
price control, which seems to have some loopholes, is 
enforceable only by civil proceedings for an injunction 
(as is the board’s refusal to consent to any development 
project). It will not apply to products for which the 
Minister is controlling prices under defence regulations ; 
and since, under existing temporary powers, this 
Ministry control of the prices charged by all persons 
could presumably always be invoked in any shortage or 
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emergency, the freedom of merchants and stockists to 
charge what they like need not imply freedom to 
profiteer. But it is perhaps pertinent to ask whether 
the board’s price control (which seems to be a direct 
descendant of semi-informal powers possessed by the 
prewar Import Duties Advisory Committee) is really 
necessary at all. Unless there is a state of shortage or 
emergency, why should price control become normal ? 


The crucial point that is left undefined in the Bill is the 
relation between the new board and the existing trade 
associations—above all, the British Iron and Steel 
Federation. At many points, “consultation with repre- 
sentative bodies ” is enjoined upon the board, but that is 
all. It may “secure the performance of” certain of its 
duties—for example, the publication of statistics— 
instead of performing them itself, and it is clear that the 
Federation may be asked to continue to do such work. 
But the board has no powers whatever to require any 
course of action by trade associations such as the federa- 
tion. Nor has it any direct powers vis-d-vis the central 
buying agencies controlled by the federation that at 
present import the industry’s raw materials and steel in 
bulk. Importation of these materials is not included in 
the Bill’s third schedule ; so the board’s powers of super- 
vision or price control would not appear to apply to these 
companies. 


Admittedly, the board is given the ultimate power to 
make its own arrangements: to import raw materials 
if it believes “that satisfactory arrangements do not 
exist” ; and to import finished iron and steel if 
it and the Minister consider that supplies in Britain 
are inadequate. These conditions differ; but in 
reaching a decision whether existing arrangements 
concerning raw materials are satisfactory, it may be noted 
that the board appears to receive no formal right in the 
Bill even to obtain information from these agencies—or 
from the federation. The denial to the board of power 
to sell below cost without the Minister’s consent, should 
it engage in importing, in no way affects these 
agencies’ powers to do so and to raise levies from federa- 
tion members; so far from supervising the famous 
“industry fund,” the board might not even be able 
to obtain information about it. On the other hand, 
it is not clear whether the board’s powers to obtain 
contributions from any or all of the producers it 
controls could be used to draw compulsorily into 
the federation’s levy-subsidy system the non-member 
ironfounders who at present enjoy the subsidised 
prices but escape the levies. And it is true that the 
companies supervised, however, owned, are expressly 
made subject to the scrutiny of the Monopoly Commis- 
sion. On one interpretation, moreover, the board’s 
general duty to promote “ competitive conditions” in 
the industry might imply the exertion of its influence to 
bring to an end any pricing arrangements that “ mask 
real costs,’ even voluntary ones. But how much 
influence it could exert remains uncertain. So does the 
real balance of power in this industry, once supervision 
and denationalisation begin next summer. 


* 


Supervision, at its most desirable, might be partly a 
matter of form. Resale will be a matter of fact. Here, 
sensibly enough, the drafting of the Bill seems to have 
been directed to making possible almost every 
conceivable arrangement that the “Iron and Steel 
Holding and Realisation Agency” might devise to 
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“secure the return to private ownership” of the stee] 
companies now a, owned. Sales can take place 
“in such manner, by such stages, and with such 
postponements of the sale of securities or other assets” 
as the agency and the Treasury determine. Under the 
authority of the Treasury or the Minister of Supply, the 
agency can reorganise the capital of any of its compinies 
amalgamate or wind them up, or arrange “ the sale. o; 
other disposal or lease or hire” of any of their assets 
Stamp duty will not be payable upon any transfer of 
assets between subsidiaries, or on the final transfer to 
the new private owners. In the meantime, the holding 
and realisation agency will “ promote the efficient direc- 
tion of [its] subsidiaries.” It will be able to advance them 
money to cover development in the meantime out of 3 
realisation account made up of the publicly owned 
industry’s surpluses and of advances—up to £150 million 
—from the Treasury. 


This extreme flexibility in disposal technique should 
make the chances that a large proportion of companies 
could be returned to private ownership slightly better." 
But it makes them even less possible to gauge. The 
companies concerned stand in the corporation’s books, 
from the latest reports, at £237 million, in securities 
comprising some £200 million of equities, £26 million 
of preference capital, and £7 million of debentures (plus 
£20 million of debentures owned by the public). But 
if the agency found it more convenient in most cases to 
sell back to private owners a much smaller equity and io 
retain large blocks of fixed-charge capital in its own 
hands, it would have no difficulty in re-shaping the 
capital structure of the companies in order to do so. 
“Private ownership ” as defined in the Bill means that 
the state shall not own securities “to a substantial 
extent” in the company concerned. Lease or hire of 
assets, while effectively placing them under private 
control, might thus not count as a return to private 
ownership (though hire-purchase would), when the 
Treasury came to decide the point at which the agency 
may have “substantially discharged” its main duties 
under the Bill. But the “ substantial discharge” would 
not preclude the retention in state hands of some 


companies or holdings that the agency had not been able 
to sell. 


One rather curious section of the Bill _ provides 
that the agency may lend money from the realisation 
account to “any company agy of whose securities ” it 
holds. Given the definition of “ private ownership ” 
above, this might imply that companies sold back might 
still be able to obtain loans from public funds (at 
unspecified rates) so long as the agency still owned an 
“insubstantial ” holding. However, the Minister said 
in Parliament recently that “once the companies are 
returned to private enterprise, it will, of course, be the 
responsibility of their boards of directors to find finance 
for development ” ; and Parliament would be unlikely to 
countenance anything else. This provision of further 
finance, over and above the compensation value paid {or 
the companies and the further £100 million or more that 
the Corporation may have spent on development in the 
meantime (both of which the Treasury can hardly ignore 
in approving prices), is one of the biggest question-marks 
for the prospective investor. He might, however, be 


reassured by the thought that nobody can make him 
spend his money on development, however the board and 
the federation might agree that this development was 
necessary in the national interest. 
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Here’s a common problem — 


how to make the two man office 






comfortable and dignified ? Now 


ee Catesbys are expert =: 


at designing a desk, or a special chair to 


suit the room and the person. Mr. Peter Catesby, Director 
of Contracts, insists that his Department gives the 
same painstaking service on small contracts like 
this as on full scale furnishing schemes. 
He will! be pleased to tell you about 


Catesbys Contracts recent work. 


Catesbys 
contracts 


Office Furniture - Fittings - Floor Coverings - Curtains - Decorating 


64/67 TOTTENHAM COURT ROAD, LONDON, W.I. TELEPHONE MUSEUM 7777 







Fe rar rer cree rere en 
— a 


1S indeed 
an odd 
newspaper 







t LOOK AT, the Manchester Guardian 
may seem old-fashioned. No conces- 
sions are made to the mass reader or the 


vulgar mind. You will search in vain for the 







tidbit, the*juicy item, the Society scandal, 
the daily big-type bombshell. 

What do you find instead? You find the 
old craft of good reporting and good writing. 
And that is curiously satisfying. You find 
yourself meeting minds which are clear, 
honest, cultured—and not self-conscious 
about these dying virtues. You find news, 
leaders, articles, comments, which you can 
trust. 

You are not being bludgeoned into read- 
ing the Manchester Guardian. This fine 
newspaper is not for the millions. It is for 
the few—but not so few!—who do not ask 


either for the pompous or the sensational. 







If you have any difficulty in getting your 
Manchester Guardian regularly, please write to: 
The Manchester Guardian, Manchester. 
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Full examination of the Steel Bill, then, suggests that 
the improvements it promises over the white paper will 
need some reinforcement. To promote really “com- 
petitive conditions” in the steel industry, after all, is 
not merely an academic exercise. It might surely make 
sale to the genuine private investor more feasible, simply 
by allowing him to know what he is buying when he 
buys a particular steel company share; and improve 
the competitive efficiency of British steel in a world 
where demand may not always remain as pressing as it 
is today. Some further clarification of the balance of 
power in the industry, and perhaps some power to 
influence trade associations as well as the board to pro- 
mote competitive conditions, may well be the only really 
important measure of extra supervision that the British 
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steel industry needs. Formally, this might be covered by 
insertion of the import of iron, steel, and steel-making 
materials in the third schedule to the Bill as one of the 
activities to be supervised, and perhaps some re-wording 


of the powers over development. But it need not imply 
much greater power for the board; indeed, some of 
the powers given in the Bill, such as price contro] 
in normal times, may be unnecessary. It is arguable 
indeed, that iron and steel, like other industries 
might really require no more than a strengthened 
Monopoly Commission. But the political parties, 
at any rate, are convinced that steel is a special 
case needing special supervision. That being so, this 
supervision should be made effective where it really 
matters. 


Business Notes 


The Uneconomic Debate 


The economic debate turned out, after all, to be mainly 
a political occasion. Both parties seemed more intent upon 
widening breaches in the ranks of their opponents, than with 
closing them in the national economy. Perhaps the sharpest 
feature to emerge was Mr Butler’s statement that “ the 
Government must continue with a selective policy of damp- 
ing down home demand for capital goods, for which overseas 
demand is high, while not depressing home demand for 
consumer goods, for which overseas demand has declined.” 
Sinee it is also the “ prime objective” of the Government 
to reduce the level of taxation, it is clear that there is no 
intention to create the slack that is mecessary if resources 
are to move away from the production of consumer goods 
(which foreigners do not want) to capital goods (which they 
do) 

Indeed Mr Butler “thanked God” that unemployment 
in the textile industry had fallen by 100,000 since May ; he 
also indicated that the industry itself should give some 
thanks to the Government for the acceleration of official 
orders for textiles. This acceleration, together with the 
Danckwerts award to doctors and the “ great progress” of 
defence production, means that the expenditure of the 
Ministry of Supply in 1952-53 is likely to run considerably 
above the original estimate. Since the Chancellor also 
expects to have to introduce supplementary estimates for 
the defence departments—for the army, at any rate—the 
end-year budget accounts will obviously, and at best, fall 
appreciably short of the out-turn envisaged last March. 
The extent of the shortfall, however, is still uncertain, for 
Mr Butler believes that the excess expenditure of the 
Ministry of Supply and the defence departments will be 
partially offset by “ substantial ” economies elsewhere. 


x * w 


Approach to America 


On the external side, the big question mark hanging 
over the debate concerned the proposals that the Govern- 
ment intends to lay before the Commonwealth Conference. 
Both Mr Butler and Mr Crookshank at least made it clear that 
this conference will be a prelude to discussions that the 
Government hopes to hold later with Europe and, above all, 
with the new United States administration. Indeed the 
Chancellor defined the Government’s policy as that of work- 
ing to create the conditions in which sterling can become 
convertible, while recognising that those “ conditions cannot 
be completely realised without the active co-operation of other 
countries, notably those which are consistently in surplus 
_with the rest of the world.” It may be true that the Govern- 


ment came within a hair’s breadth of dashing for converti- 
bility and a free rate last March ; in the debate, Mr Gaitskell, 
echoing a rumour that has been current in the City for some 
time, alleged that that hair’s breadth to have been no wider 
than the person of Lord Cherwell. But it seems clear that 
the objective now is to make a concerted advance, rather 
than a disconcerting dash, towards such freedom. 


This is almost certainly the right policy. It received 
heartening support this week from Professor John Williams, 
of Harvard University and the Federal Reserve Bank of New 
York ; who has long exerted 4 quiet but potent influence 
for good on United States economic thinking. In the 
Stamp Memorial Lecture ‘at the University of London, 
Professor Williams examined possible cures for what he called 
the “ basic tendency toward world imbalance . . . which has 
its roots in the growing predominance of the American 
economy.” He laid great stress on the need for attracting 
dollar capital overseas, for the co-ordination of investment 
programmes in Europe and the Commonwealth, and for 
devising a trade pattern into which the expected trend in 
American import demand will fit. On the vexed question of 
the dollar price of gold, Professor Williams declared that, as 
an American, he would not welcome an increase, but “I 
would not weigh my objection too heavily if there were 2 
clear case for it as part of the American contribution to a 
basic solution of the dollar problem.” He also believed that, 
for the present, military and economic aid must continue, but 
that “the immediate question is whether this aid can be 
extended in a way that might make it more palatable to both 
sides and more directly contributory to the goal of an inter- 
national balance based on trade, not aid.” It is clear that the 
main tasks for the Commonwealth Conference will be to 
devise constructive proposals of this sort, and to take the 
necessary internal steps to make its proposals acceptable to 
the United States. Ina special survey in next week’s issue of 
The Economist, it is intended to discuss at length the shape 
that these proposals should take. 


* * * 


Local Loans—An Experimental Move 


The Government’s decision to drop the statutory 
compulsion upon local authorities to borrow only from the 
Public Works Loan Commissioners has aroused much interest 
in the City, much suspicion among Labour party economis's, 
and some misplaced budgetary hopes among the economically 
illiterate of all parties. During Wednesday’s debate on the 
Public Works ns Bill, the Financial Secretary to the 


Treasury was at greater pains to allay the suspicion than to 
dash the hopes, He made it plain—as, indeed; was suggested 
in these columns last week—that the Government does not 
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intend “ to exclude.a number of authorities from the [Local 
Loans] Fund and force them on to the stock market.” The 
intention is to proceed by agreement with the local 
authorities, and to ask some of the largest of them to “ assist ” 
‘he Government by issuing their own stocks ; but there is not 
«) be a restoration of the prewar arrangement whereby 
authorities controlling a rateable value beyond a given limit 
were ineligible for PWLB facilities. Moreover, in making 
any such requests, the Government will “have regard to 
the capacity of the market to accommodate local authority 
borrowing on reasonable terms”—from which it seems 
reasonable to infer that the Government has not, even 
-onsidered the possibility that the switching process might 
be an instrument for the stiffening of monetary policy by 
provoking a rise in interest rates generally. Equally, it is 
clear that the Treasury will not manipulate. the PWLB 
lending rates with the object of making them less attractive 
to credit-worthy borrowers than borrowings on the market ; 
these rates will be fixed, as now, so as “ to follow the general 
level of Government credit.” Finally, Mr Boyd-Carpenter 
pointed out that the projects seeking finance would have been 
already approved by “ the proper central department ”; and 
no government -would conceivably “frustrate its own 
approved policy” indirectly by changing» the financing 
arrangements. 

These and similar assuranees leave no room for doubt that 
the Government intends to proceed experimentally and 
cautiovsly. It thinks it “very likely that recourse to the 
market will be extremely limited,” so that the Local Loans 
Fund will inevitably continue to be the “ main reservoir ” of 
new capital for the authorities. It is to ensure its adequacy 
that the new Public Works Loans Bill raises the limit upon 
commitments (covering both the actual advances made during 
the period before yet another Act is passed and the undrawn 
portions of new loan approvals given during that period) from 
£950 million to {1,050 million The Government expects 
these extended facilities to be required; hence, whatever 
changes might be envisaged in the longer run, it is obvious 
that for some considerable time ahead Government financing 
of the authorities is likely to continue on a scale not signi- 
ficantly different from that of the past year or so. « 


This possibility alone ought to quell the hopes of those 
who thought the switching process might offer scope for 
significant tax reductions—by lightening the Government’s 
load of “ below-line” expenditure. But these hopes were 
based upon a more fundamental misconception than that of 
the size of the intendéd switch. However large it might be 
(and however great, therefore, the reduction of the “ below- 
line” expenditure), the need for an “ above-line ” budget 
surplus would remain—except to the extent that the switch- 
ing to the market caused a decline in the total volume of 
domestic investment or an increase in the total flow of 
genuine new savings. Neither of these results could be 
expected—not, at least, in any significant degree—unless the 
switching were allowed to produce its due pressure on the 
market and a corresponding rise in interest rates. And that 
policy, which in principle is the right policy, is not, 
apparently, in contemplation. 


* * * 


Rise in Exports 


Provisional trade figures published by the Beard of 
Trade this week show that exports rose sharply in October, 
to {218.5 million, though they were still £17 million 
below the level of October, 1951. A seasonal improvement 
m trade after the holiday period is perhaps the main factor 
in the margin of £32 million by which exports last month 
exceeded those in ; the increase this year is 
indeed little bigger than the corresponding October improve- 
ment im the two preceding years. But even on a daily basis 
exports last month were nearly 10 per cent larger than the 
exceptionally low monthly average for the third quarter, and 
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these to the dollar area showed 2 particularly heartening 
recovery last month. The~provisional dollar total of {28.6 
million for October compares with a monthly average of 
£23.2 in the third quarter of this year and £20 million in 
the fourth quarter of last year. The United States and 
Canadian markets appear to have shared equally in this 
improvement. Exports to the United States, which had fallen 
to an average of {11.4 in the third quarter, recovered to 
£14.4 million last month. The ‘upward trend in exports to 
Canada continued ; last month’s total was {14.2 million 
compared with a monthly average of £8.4 million in the first 
Quarter of this year. 


Imports also rose sharply last month compared with 
September ; but last month’s figure of £267 million was only 
£4 million above the monthly average for the third quarter, 
and it was nearly £100 million below the level of October, 
1951. Like exports, imports usually show a seasonal increase 


BRITAIN’S OVERSEAS TRADE 
(£. million—monthly averages or calendar menths) 





on ; Excess 
: ~% | 7 
Imports rotal Exports | of Imports 
c.f. f.o.b. . : 
over Experts 


4 Hey , j i 
| 1951 | 1952 | 1951 | 1952 1951 | 1952 


Ist quarter....~} 284 | 328 | 20 258, 79! 7 
Qnd ,, «se | 335 | 306} 230) 219} 105 | 86 
Srd 4, «wees | SH | 263 | 229] 201 | 125 | 6 
September. .... 338 | 238] 218 | 19 | 119! 43 
October ....... 363 267 246 


231} ll7| & 
Total 10 months | 3,278 | 2,957 | 2,239 | 2,267 | 1,038 | 690 


* Including re-exports. 


in October, and this year’s rise does not appear te be excep- 
tional. With re-exports at {12.1 million, the excess of 
imports (c.i.f.) over total exports (f-0.b.) fell to £36.3 million 
in October—its lowest level for any month since November, 
1950. After making the usual allowance for the cost of 
insurance, freight, etc., it seems that there may in fact have 
been a ‘small surplus in visible trade last menth. 


* * * 


Labour Returns to Textiles 


The continued momentum of recovery in the textile 
industry is the main trend illustrated by the employment 
figures for September, published last week. During Sep- 
tember the textile labour force grew by 11,000 workers and 
clothing employment by 6,000 ; and between mid-September 
and mid-October the number of people registering as unem- 
ployed in the industry fell by 18,500. During the month, 
though the number in civil employment declined by 22,000, 
this was borne almost entirely by the basic industries and by 
the service industries ; the manufacturing labour force grew 
by 30,000. All manufacturing groups industries except food, 
drink and tobacco showed an increase in employment. The 
vehicles group gained 3,000 workers, though it 1s impossible 
yet to estimate what changes this implies in the aircraft and 
the motor industries. The engineering group also gained 
3,000 (bringing its labour force to 2,563,000, compared with 
1,089,000 in vehicles, at the end of September). The 
declines in employment came in transport, in agriculture and 
fishing, and in the “ professional, financial, and miscellaneous 
services” group, which lost 28,000 people, largely from 
hotels and catering. 


Unemployment grew slightly during the month, to 397,900 
(of which 47,200 were temporarily stopped); but it still 


ted no more than 1.9 per cent of the estimated total - 


number of employees. Short-time working, according to the 
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Minister of Labour in the House of Commons this week, is 
continuing to be reduced, and the amount of overtime worked 
remains fairly high.. As yet, the employment figures have not 
matched the fall in manufacturing production that the 
indexes suggest, and it is clear that this summer there may 
have been a good deal of “‘under-employment,” in terms of 
slackening inside the factory:. Employers have learned to 
hold on to workers in years of overfull employment ; and the 
summer’s decline, in production has yet to bring about 
considerable shifts in. the pattern of employment. 


* x *x 


Busier Shops 


After more than twelve months of slack trading, retailers 
are enjoying a minor boom. No one seems quite sure what 
has brought the customers back into the shops, but the 
value of weekly sales in September of non-food .goods was 
back to the same level as in September, 1950, just before 
the Korean war set off a buying panic that stripped the shops 
and the wholesalers’ shelves. before turning, with equal 
suddenness, into a buyer’s strike that emptied the shops of 
customers. In September the sales index (1950= 100) 
reached 106 for non-food merchandise, 120 for food alone, 
and 114 for the combined index. This compares with 
indices a year ago of 108 for food sales, 10 points higher 
than in 1950. At that time the value index for sales of other 
products was only 97, though prices were at their peak. The 
index as a whole then 
stood at 103, only one 
point lower than in 
1950. During the last 


WEEKLY SALES 
160 |NON-FOOD MERCHANDISE 


150 | (Average 1950 #100) year, prices of food 
|| have risen but prices 
dropped, in some cases 


sharply: so the Sep- 
tember level of sales 
by value for non-food 
products indicates a 
much greater rise by 
volume. 

Sales of food showed 
no change between 
August and September, 
but those of other 
types of goods rose 
from 94 to 106, an 
improvement spread 
over all types of 
product. It has been clear for some weeks that the demand 
for textiles was improving, and sales of clothing and footwear 
rose from 91 to 108 between August and September, com- 
pared with an increase of 9 points, from 87 to 96, in the same 
period last year. It was not so certain that sales of other, 
possibly less essential goods, had shared in this general 
recovery. But the September returns show a big improve- 
ment in furniture sales by big retailers and the independent 
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shops alike, a revival in sales of floor coverings, which had 
been one of the most depressed departments, and a Surprising 
jump.in sales of hardware, radio and electrical goods. Lay 
year the index for hardware sales by large retailers stood x 
109, and for the independent shops at 118. This Septembe; 
the figures are 117 and 121 respectively. Radio and ¢|ectrica| 
sales by independent retailers, which reached 120 compared 
with 103 a year ago, show a 20-point increase on the August 
figure—a tribute to the success of the Radio Show in stimy- 
lating interest in an exceptionally slack market. Sales of 
chemists’ goods (which previously had been rising, impervious 
to the general recession), of jewellery, toys, and leather goods, 
and sales by tobacconists and restaurants are the only groups 
showing figures Jower than in August; sales of books 
stationery, jewellery and tobacconists’ goods are also below 
those for last September. 


Figures for retail stocks cover only clothing and shoes, 
but they do show that in all cases the value of stocks is lower 
than at the same time last year. The clothing stock index 
as a whole stands at 99 compared with 122; it has risen 
only two points since August. “ Non-food ” stocks as a whole 
are 18 per cent lowef than a year ago ; stocks of most kinds 
of clothing are mostly 30 per cent or more below, and so 
are stocks of furniture. Food stocks, significantly, show a 
fall of only 2 per cent. All these indices are complicated 
by changing levels of price, but it seems that, like the whole- 
salers, the retailers are holding approximately the same balance 
of stocks to sales, in terms of value, that they did in 1950 ; in 
relation to the rising tempo of consumer demand, they may 
be understocked. This would suggest that producers in the 
consumer goods industries, from textiles to saucepans and 
radio, are likely to experience an expansion in distributors’ 
demand in the coming months. 


* * * 


When Builders Confer 


The strongly worded rebuke administered to the London 
Builders’ Conference by the Minister of Works last Friday 
has surprised but hardly abashed, its members, The objects 
of this organisation are certainly rather startling. Nearly all 
the big building contractors are members either of the London 
group or of regional “conferences” run from the same 
central office. These conferences have two main purposes. 
The first is the reimbursement of members for the expense 
of submitting unsuccessful tenders (which may frequently 
cost not much short of one-thousandth of the cost of the 
job). This is a normal business risk that other industrialists 
accept. The second, and more dubious, purpose ‘is to ensure 
that the lowest tenderer asks a “‘ fair ” price. In practice, both 
objectives are achieved by the same procedure. 


The solidarity of the conference and the success o! its 
operations depend on the willingness of its members to 
inform the secretary of the price at which they propose to 
put forward ostensibly “secret” tenders for a contract 
before that price is actually submitted to the customer, and 
on their willingness to follow the secretary’s subsequent 
suggestions. As soon as he knows the price of all tenders, 
the secretary discards the highest one-third of them, and 
takes an average of the remaining two-thirds. This average 's 
then considered to be the “ fair” price for the job. To that 
price is added a levy out of which the unsuccessful companies 
will be partially reimbursed for the cost of preparing tendc's. 
The company that prepared the lowest tender is thus assured 
of getting the contract, but the price he then quotes to thc 
customer is not his original tender price, but the new * {a'r 
price plus levy, worked out in the manner described. All 
other tenders are raised in proportion, leaving the computed 
price as in fact the lowest tender submitted to the customer. 
When the work is paid for, the successful company retai's 
enough to cover his original tender, while the balance ‘ 
paid to the Conference and shared, presumably, betwee" 
administrative expenses and payments to other members w!v 
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Here’s the answer to your problem 
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H.. OF A WARRIOR, a study in red chalk for the cartoon of 
“ The Battle of Anghiari”, by Leonardo da Vinci, now in the 
Museum of Fine Arts, Budapest. Tragically, when the design was 
transferred to the wall of the Hall of Council, in Florence, the 
colours ran and the result was a failure. All that now remains of 
the cartoon itself are a number of studies of fighting men and 
horses, which were drawn by Leonardo on paper. 

If it had not been for the paper on which Leonardo made his 
preliminary studies in 1504 all record of one of the greatest works 
of this amazing genius would have been lost to posterity. And it 
is paper that has enabled this superb study of a head to be seen by 
millions throughout the world. In the reproduction of great works 
of art the printer and the paper-maker have combined to bring 
the masterpieces of the world to those denied an opportunity of 
visiting the famous art galleries. The spread of culture depends on 
paper. On it the heritage of the past is constantly renewed, for 
cn paper reprinting can retain knowledge and culture for ever. 


—————> THE BOWATER PAPER CORPORATION LIMITED 
= GREAT BRITAIN + UNITED STATES OF AMERICA + CANADA 


AUSTRALIA * SOUTH AFRICA + NORWAT * SWEDEN 








how to sell in 
dollar markets 


Plan to show YOUR merchandise at the 
Canadian International Trade Fair in 1953—the 
Great Dollar Marketplace where, in a few days, 
you can learn more about the North American 
market for your product than in a lengthy tour. 
22,985 business people from Canada and 1,040 
from the United States came to see and buy 
merchandise exhibited at the 1952 Canadian 
International Trade Fair. More dollar business 
was done than at any previous Trade Fair in 
Toronto. 


Get in touch now with your nearest Canadian Trade 
Representative — in the United Kingdom, write to 
Miss M. A. Armstrong, Canadian Government Exhibition 
Commission, Canada House, London. 


Show your goods in the great dollar marketplace 


i933 


CANADIAN 
INTERNATIONAL 
TRADE FAIR 


TORONTO, CANADA-—JUNE I-12, 1953 


OPERATED BY THE GOVERNMENT OF CANADA 
TO PROMOTE YOUR BUSINESS 
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Brains our common wealth 
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HE BRITISH COMMONWEALTH is more than a vast area of Africa, Each scholarship is worth about £1,000 and the stucent 
the world’s surface. Our common wealth is also the receives two years’ free training in the factories of the peusu 
abundance of technical and inventive genius within that asoe Group. Already arrived in this Country are students {rom 
area. BRUSH ABOE are largely concerned with the export of the South Africa; India, New Zealand and Pakistan. More are on (icir 
means whereby the earth may become more fruitful. But to think way here from various parts of the Commonwealth. And w:t!in 
; of export in terms of anything except brains is an anachronism. the Group itself more than 1,000 employees are receiving 
It is with the object of encouraging the brains within the some form of training. It is by developing the brains within 
Commonwealth that BRUSH ABOE have instituted their Common- the Commonwealth towards the technical knowledge of what 
wealth Scholarship Scheme. This is planned to provide scholar- the diesel engine and diesel electric power can contribuic to 
ships for engineering graduates from Australia, Canada, Ceylon, make the earth more fertile that the problem of world food s!:ort- 

India, Pakistan, New Zealand, Rhodesia, Singapore and South ages can best be attacked. 

EXPORTING POWER THAT THE WORLD MAY BE FREE 
THE 
GROUP 


Diesel engines and electric equipment for use on land and sea produced by THE BRUSH ELECTRICAL ENGINEERING CO. LTD., and ASSOCIATED BRITisH OIL ENG! 
MIRRLEES, BICKERTON AND DAY LTD * PETTERS LTD - 


J. AND H, MCLAREN LTD * THE NATIONAL GAS AND OIL ENGINE CO. LTD * HENRY MEADOWS | 
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tendered unsuccessfully. Since there is neither entrance fee 
nor annual subscription, this would to be the only 
way in which the eperations of the erence are financed. 
The builders have not denied that this machinery exists or 
‘hot a levy is made to compensate for of the tendering 
costs ; but they have said that the “fair price” has been 
spplied to less than one in every §00 Contracts put out to 
-ender since the war. There is not much evidence, either, to 
how that prices charged by the members of the conference 
have been exceptionally high compared with those of non- 
members. The Ministry of Works usually takes the pre- 
auron of getting tenders from non-conference builders as 
as well as conference members but since the member firms 
include most of the largest and most efficient, this results 
in little advantage ; moreover, the conferences may make 
cpecial arrangements with non-members. However reasonable 
prices may appear, the various conferences still do exist, and 
their quite considerable administrative expenses—if nothing 
do continue to be met without any visible source of 
come. - 














* * * 


What Can Mr Eccles Do? 


In his statement in the House of Commons on Friday, 

Vir Eccles asked the builders to “look very closely again at 

ir arrangements and to end them in the national interest 

i, | may say, their own.” Even if it is true that the London 

Builders’ Conference has not been very active in recent years, 

‘he organisation does possess very considerable powers that 

n make nonsense of the ordinary method of tendering, and 

ist remove the competitive stimulus to efficiency that the 

ndering system should give to the building industry. But 

niess the builders themselves agree to disband the London 

nd regional conferences, there is little that Mr Eccles can 

» to them directly. The Ministry of Works insists that its 

j tractors shall sign an undertaking that they have not 
, evealed the price on their tender to anyone but the Ministry 
and that the prices are not adjusted by reference to those of 
v competitor. But the Ministry is responsible for only a 

small proportion of building contracts placed by public 
authorities. Most of them are placed by local authorities, 


and these, with one of two outstanding exceptions, do not . 


appear to have had any qualms about accepting tenders 
presented by members of the builders’ conferences. The 
Royal Institute of British Architects; however, has suggested 
more than ‘once that its members should ask for a similar 
declaration ; but there is little evidence that many do. After 
the debate, the builders reiterated an offer made previously 
to the Ministry to abandon the fair price scheme if the 
Minister agreed to withdrawn what they describe as the 
“ discriminatory” form. that tenderers are required to sign. 
The Minister has, however, alteady firmly rejected this 
offer ; so, for the time being, there appears to be deadlock 
with the Ministry of Works. The builders emphasise, how- 
ever, that they are prepared to suspend the fair price scheme 
though not, apparently, the levy) “completely” wherever 
a contracting authority does not insist upon a declaration 
that there has been no concerted action.in tendering. 


_ It is doubtful whether the Government could induce the 
local authorities to show the same united front to the 
builders’ conferences that the builders present to them, 
despite its power over housing policy, which represents the 
bulk of local authority building. In theory, the obvious 
course is a formal reference to the Monopolies Commission. 
Mr Eccles rejected this procedure on Friday because of its 
slowness, and also, perhaps, because he thought its investi- 
gatory procedure might prove ineffectual. 


* * * 


Hot Money Leaves Canada 


_ One of the odder con of the Republican 
victory in the United States elections has been a weakening 








* 
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of the Canadian dollar. Se ee 
touched 4} cents in Sep , has since run off to 13 cents. 
In the ten days to last Wednesday, while the spot rate for 
the United States dollar appreciated in terms of sterling from 
$2.80} to $2.79; on the London market, that for the 
Canadian dollar depreciated from $2.70} to $2.744 ; similarly, 
the forward rate for Canadian dollars in London, which last 
September stood at 2} cents premium for three months 
delivery, and has recently been converted to § cent discount, 
the first occasion on which such a discount has appeared since 
September, 1951. The main reason for the recent weakening 
of the Canadian dollar has been the withdrawal of American 
capital from Canada. Much of the capital that had made its 
way into Canada during the past eighteen months had been 
invested on short-term considerations, some of it in search 
of a quick exchange profit, some looking for the capital 
appreciation promised by the rapidly developing Canadian 
economy, and some—or, at least, so market observers allege— 
propelled from the United States by distrust of the Demo- 
cratic Administration. This inflow of hot money, which 
may have gone too far earlier this year, has now reversed 
itself—although there is very little sign of any reinvestment 
in the United States, where no Eisenhower boom has yet 
been unloosed on Wall Street. 


These capital movements apart, there is nothing in the 
balance of payments situation to justify the present weak- 
ening of the Canadian dollar. It is true that the winter 
months between October and March, when the St. Lawrence 
is frozen, is normally a season of weakness for the Canadian 
currency. On the other hand, all indications of Canada’s 
external trade in 19§2 suggest that this year’s exports should 
equal or exceed the record set up in 1951. Indeed, for the 
first nine months of this year Canada’s visible trade showed a 
favourable balance of over $235 million, compared with a 
deficit of $324 million in the comparable period of 19§1. 
It is, of course, wholly in keeping with the exchange policy 
of Canadian authorities to allow the rate to yield to the 
pressure of capital movements ; the Bank of Canada has no 
intention of giving those who withdraw hot money the 
advantage of reconverting their Canadian dollars at a high 

remium, at the expense of the Canadian reserves of gold 
and US dollars. 


Record Steel Output Once More 


Steel output last month, in spite of the week’s holdup 
at Margam during a bricklayers’ strike, was the highest 
ever recorded for any October—327,800 ingot tons a week, 
or an annual rate of 17,044,000 tons. Pig-iron output for 
the month was 204,200 tons a week. The output of both 
was slightly below the September figure (329,800 tons of 
steel and 208,600 tons of iron a week), largely owing to the 
Margam strike ;. but it was sharply higher than the 19§1 
figures for October (300,600 tons of steel and 189,700 tons 
of iron a week), and higher than the figures for the peak 
year of 1950. The industry is now entering upon the most 
productive six weeks of the year ; output this month should 
be higher than October, and it should remain high in 
December, despite the effect of holidays. It now seems fairly 
certain that the industry can produce less than 16 million 
ingot tons for the year, or slightly more. 


Imports of steel this year may reach the equivalent of some 
2 million ingot tons ; and allowing for some rebuilding of 
stocks, second-hand and re-usable material, and exports, 
home deliveries should be much larger than in Any year since 
the war. Nevertheless, Government spokesmen in both 
Houses of Parliament this week remained unwilling to write 
off the steel shortage. Mr Sandys said that large imports 


of steel, including some from America, would be necessary 
next year, and that difficulties still existed in supplies of 
some types of steel. Lord Swinton, commenting upon the 


increase in the steel allocation to building im the first quarter 
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of next year, said he intended to keep it up for the whole 
of 1953. If the phrase implies that steel allocation needs to 
“be kept up” for another twelve months, the Government 
would appear to be taking a more pessimistic view of supplies 
than the industry would accept or the obvious prospects seem 
to support. 

* * * 


Competition and the Commonwealth Bank 


The Australian Government is to introduce legislation 
next February that will effect two important changes in 
Australia’s banking structure. In the first place, the trading 
department of the Commonwealth Bank—which competes 
with the commercial banks, in a way that they consider 
unfair—is to be made a separate legal entity. The department 
will, however, still be subject to the Bank Board and to the 
Governor of the Commonwealth Bank ; and as privileged 
information available to the Board and Governor in their 
Capacity as central bankers cannot very easily be denied to 
them in their capacity as directors of a large trading bank, 
complaints about “ unfair competition” are unlikely to be 
fully silenced. 

The other main feature of the proposed new legislation 
is a reform of the Special Accounts system. Under this 
system, which was introduced during the war, a proportion 
of the assets of each trading bank is segregated in an account 
that cannot be used as a basis for the expansion of advances. 
This weapon has proved its adaptability to the Australian 
climate—in a period of economic fluctuations as violent as 
the meteorological alternations of drought and flood that 
Australia has experienced in recent years. It is therefore 
to be retained, but the amount callable to a bank’s Special 
Account is to be limited to the sum in that account on 
October 7, 1952 (a total of £A182 million) plus 75 per cent 
of any increase in a bank’s deposits since that date. In 
addition, the proportion of each bank’s deposits remaining 
callable to Special Accounts is to be limited to 10 per cent, 
and is to be adjusted to not more than this figure at least 
once a year. The Commonwealth Bank will be obliged to 
indicate to the trading banks the changes it expects in deposits 
and liquid assets, and it is to give them the maximum possible 
notice of calls to Special Accounts and of releases from them. 
The Special Accounts system was devised to meet the very 
special requirements of wartime: the present proposals mark 
the end of a period during which the accumulations of war- 
time have been run down, and a situation restored in which 
more orthodox weapons of central banking are likely to 
assume at least equal importance. It is unfortunate that, in 
the peculiar political conditions prevailing in Australia, these 
welcome—but minor—changes seem likely to become the 
subject of partisan controversy. 


x cf *& 
British Oil and the “Cartel ” 


It was always clear that the anti-trust proceedings 
brought by the American Administration against 21 major 
oil concerns for their part in an alleged “world oil 


/LIVING WITH THE DOLLAR 


| Can the world. ride over the dollar shortage 
towards freer trade ? 


This problem lies squarely 


before the Commonwealth Prime Ministers’ Con- 


ference and the new Eisenhower Administration, 

It will be discussed—and detailed proposals for a 

way out will be formulated—in a special section 
of next week’s issue of The Economist. 
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cartel” would give more satisfaction to the critics and 
enemies of the western world than to anyone else 
Judge Kirkland, who is hearing the case in the Distrig 
Court of Washington, has himself declared that the 
proceedings could be “the fuseline of a powder 
to set off another war.” He has gone some way 
towards limiting the fantastic number of documents that the 
Department of Justice had demanded of the companies and 
has shown himself far from sympathetic to the terms of 
the department’s subpoena. This decision will no douby 
disappoint the department’s counsel, who had proceeded 
implacably with their demands and denunciations, ang 
opposed any move that would limit the investigat; 
documents, concerned with the overseas business of the 
companies, on the ground that they form “ the heart of the 
evidence ” in establishing a “criminal conspiracy” among 
the companies. 


The limitation on documents that the Court has ordered 
need not disappoint the mischief makers in oil producing 
countries throughout the world, for what remains will give 
nationalists and fanatics in those countries plenty of oppor- 
tunity for embarrassing American policy and strategy, 
They are already seizing their opportunities for 
fomenting trouble, encouraged by the clear differences 
between the objectives of the Department of Justice 
—with a spokesman who can bring himself to declare 
that world oil arrangements have “developed a danger to 
national (that is, United States) security ”"—and the preoccu- 
pations of the State and Defence departments in the Middle 
East and Latin America. 


It is eminently satisfactory to learn that the British Govern- 
ment has intervened in this issue so far as the Anglo-Iranian 
and Shell companies are concerned. The Ministry of Fuel 
and Power, in a letter to the former company, has forbidden 
it, on grounds of international comity as well as economic, 
strategic and political security, to produce to the Washington 
Court “any documents which are not in the United States 
and which do not relate to business in the United States, or 
to give information which does not relate to business in the 
United States” without the Government’s authority. Since 
the Government is a majority shareholder in the company, 
and since Anglo-Iranian does no oil business in the United 
States (though it has an office there) this direction would 
seem to be quite explicit. A letter in similar terms has gone 
from the minister to the British companies in the Shell 
group ; there is no Government holding in Shell, and there- 
fore Mr Lloyd’s action can be regarded, in both cases, as a 
political decision. At this Mr Emmerglick, who appears for 
the Department of Justice, has asserted that these orders are 
“ very regrettable, but not an act of the British Government.” 
It is difficult to know what would satisfy him. The issue of 
international jurisdiction, to which attention was drawn in 
these columns when this case started on its fantastic course 
last August, is now right in the open. 


* * * 


Taking the Air with Fido 


The Ministry of Civil Aviation and the two British 
airlines carried out experiments this week with the wartime 
fog dispersal installation, Fido, to see whether it could b 
used for the take-off and landing of civil airliners. The 
Ministry has one installation in working condition at 
Manston, which is available for use by civil pilots in extreme 
emergency ; a second one at Blackbushe is being brought on 
to a care-and-maintenance basis. The installations consist 
simply of pipes through which a petrol-paraffin mixture 1 
pumped and burnt through nozzles placed at intervals along 
the pipes. As the Blackbushe installation had to be tested 
to see that it was still in working condition, it provided 4 


suitable op ity for making a simultaneous live test with 
civil eircuke. With the pipes 37 yards away from the rut 
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way there is no fire risk, and not much to alarm passengers. 
What was frightening about the test is the cost. Fido burns 
a thousand gallons of fuel a minute. On the other hand, 
fog at an international airport delays the airlines’ schedules 
ali along the route, and may run up some very heavy hotel 
bills if the passengers have to be boarded out overnight by 
the operators. 

Until this week’s tests, Fido had not been used for take-off. 
If fog prevents aircraft from leaving the ground on time, the 
ongestion that follows is really serious ; those coming in can 
be diverted to other airports. Using Fido, those same aircraft 
can. it is believed, continue to take off at the rate of one a 
minute, if the airlines are prepared to foot the bill for it. 
In the 18 minutes’ test at Blackbushe, four aircraft took 
off, made one run each across the runway to simulate 
an over-shot landing, and landed. The Ministry of Civil 
Aviation has, therefore, proved the feasibility of civil 
operations with Fido, and would be prepared to put in the 
installation at the airports under its control provided that 
each airline will pay for the cost of running the equipment 
while in use by its own aircraft. The operators may not feel 
it quite fair that they are penalised for London's bad climate, 
but London’s first-class hotel bills and British Railways’ 
first-class fare from Prestwick, in the long run, may exceed 
the cost of Fido’s fuel at perhaps 3s. to 4s. a gallon. 


cc 


* * * 


Gas Consumption Declining 


Although less than a quarter of the gas sold in this 
country is bought by industry, trade recession is bracketed 
with milder temperatures as the main reason why gas sales, 
like those of coal and electricity, have failed to maintain 
their upward trend this year. In the year ended March 31, 
1952, upon which the Gas Council and the twelve Area 
Gas Boards have reported this week, sales appear to have 
been about 2.1 per cent larger than in the previous year (the 
accounting periods are not comparable). But since March, 
from the Ministry of Fuel and Power’s periodical statistics 
of gas made available at gasworks, consumption would appear 
to have been about 24 per cent lower than in the comparable 
seven months of 1951. Regional statistics for gas sales are not 
generally published, and it is not possible therefore to gauge 
the course of industrial consumption—which varies from no 
more than 7.6 per cent of sales in the Southern Board area 
to 44.9 per cent of sales in the West Midlands. This year 
has emphasised the importance of detailed fuel consumption 
statistics, which are published weekly for coal and have 
recently begun to appear monthly for electricity ; published 
ahead of most other figures, they can give useful pointers 
to the trend of industrial activity in the country and in the 
regions. The gas industry might well consider completing 
this stop-press news published by the fuel industries. 


_ The rising trend of consumption last year gave the gas 
industry no more than £1,440,916 surplus on a turnover 
of {261.0 million, after paying {10,118,820 in interest and 
41,368,728 for taxation, and placing {£500,000 towards a 
central guarantee fund. Minor items such as “ unread 
gas “—the amount of gas consumed between the last 
meter reading and the end of the financial year— 
slightly complicate the accounts, but the cumulative surplus 
since vesting date now stands at just over £3.4 million, 
largely in reserves and special provisions for replacement 
and obsolescence. The Gas Council’s central guarantee 
fund now amounts to about £1.1 million. The industry 
provided £112.4 million for depreciation. The council 
admits the importance of rising replacement prices, though 
it hopes they may turn downward in the future ; but until 
some alteration is made in the Inland Revenue rules con- 
cerning special reserves set aside to cover replacement costs, 
1t Is not prepared to change the basis of its provision for 
depreciation from historical costs. 


Gas in the Queue 


Though the gas industry is not vet claiming to have. 


achieved any recovery in its sagging sales, it seems probable 
that it will soon have to put its prices up further. Ten of 
the Area Gas Boards made a surplus last year, and two 
showed a deficit ; but the reserves of the industry are not 
yet substantial enough to give gas prices any cushien to 
absorb increases in costs. The most important increase in 
costs since March has been a wage award that will require 
about {£2 million extra in a full year, which is somewhat 
larger than the total surplus achieved last year on sales that 
so far look likely to be larger. The industry is looking 
anxiously at the application for an increase in railway freight 
rates, and even at the possibility of rises in miners’ wage rates. 
Coal, and the cost of transport included in coal, is by far 
its largest item of cost ; last year it cost the gas industry 
£99.1 million out of total operating costs of £151.3 million. 
The total costs of gas-making amounted to 8.66d. a therm, 
and after the addition of other charges and the deduction 
of sales of coke and chemical by-products (valued at some 
£61 million in all) the total cost per therm sold rises to 
12.85d. (about § per cent higher than the year before, against 
a rise of 15 per cent in the price of the carbonisation coals 
the gas industry buys). The industry is experimenting with 
other sources of power ; it buys some refinery gases and some 
liquid butane from the oil industry (as well as its normal 
supplies of gas oil to enrich water gas), and is now consider- 
ing methane from coal mines and similar “natural gas ” 
from possible deposits in various parts of the country. 

Supplies of steel, of which its allocation was fairly sharply 
restricted this year, have limited capital development ; but 
the industry closed down 47 small gasworks during the year 
as a result of inter-linking its gasworks by local “ grid” 
schemes. The North-Western Gas Board, which showed a 
deficit on the year, partly because of an increase in capital 
charges, is engaged in a particularly large programme of 
development ; it may be 18 months before its re-equipment 
and re-organisation of gasworks brings considerable results 
in efficiency and the reduction of costs. The industry as a 
whole spent about £45 million on capital development ‘last 
year ; its bank overdrafts now stand at about {40 million, 
and its chairman, Colonel Harold Smith, observed this week 
that it is already taking “its place in the queue” to raise 
mew money by an issue of stock. 


* * * 


Butter for Margarine 


Erom November 30 the weekly butter ration is to go up 
from 2 to 3 ounces, but the margarine ration is to come 
down by an ounce, from § to 4 ounces» According to the 
Minister of Food, who made the announcement, the country 
cannot at present afford more of both, but must make the 
choice, because an extra cost in scarce currency would be 
required to increase both. More than half the butter 
imported into this country comes from sterling sources. Of 
total butter imports in 1951, about {£90} million worth, 
almost £45 million came from New Zealand and about 
£10 million from other sterling sources. The rest has to 
be paid for mainly in other European currencies—in 1951 
butter imports from Denmark amounted to just over 
£30 million. 


It appears to be the Government’s view that any increase 
in the spending of currencies other than sterling on butter 
(and possibly cheese) must be offset by a saving on the 
amounts spent on margarine materials—whale oil and vege- 
table oils. A margarine ration of 4 ounces involves little 
dollar expenditure, but a ration above that level involves 
obtaining raw materials largely from outside the sterling 
area. The Minister stated that 99 per cent of the present 
margarine ration is now being taken up; to unration this 
and cooking fats would involve the purchase of another 
225,000 tons of fats and oils annually, costing about £22 
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million in non-sterlihg currency, of which £10 million would 
be in dollars. Almost half of the cheese entering this country, 
on the other hand, comes from the sterling area (mainly 
from New Zealand) ; so the cheese ration can be increased 
from January 25 next year—by a princely half an ounce per 
person each week. 


The Ministry of Food has been able to arrange some 
European bacon contracts at slightly lower prices than those 
prevailing over the past twelve months. The recent contracts 
with Denmark and Holland were on a basic price of 252s. 6d. 
per cwt fob, which compares with an average of about 
272s. 6d. paid since September last year. In 1951 Britain’s 
bacon imports cost {£53,236,000, of which bacon from 
Denmark cost £354 million and from Holland almost £84 
million. Imports from sterling countries amounted to only 
£333,700: so the price reductions on the European contracts 
constitute a useful saving on the non-sterling cost of bacon 
imports. 

* * * 


British Oxygen’s Issue 


A cash issue of new shares by British Oxygen has been 
in the offing for some time ; the directors suggested as long 
ago as last June that “the progress of capital development 
already authorised and in contemplation” might make the 
raising of additional capital necessary. The company has now 

ecided to raise just under {3,750,000 by a “ rights” offer 

of 1,873,315 new {1 ordinary shares at 40s. each (which 
compares with a Current market price of 49s. 43d. for the 
existing shares). Ordinary stockholders are being offered 
these new shares in the ratio of three new shares for every 
{10 of stock held, together with a right to apply for any 
“excess” shares. The new shares will rank for any final 
dividend that may be declared for the year ending on 
December 31st. 


As a result of this operation and of the bonus issue last 
June, there will be £8,117,698 in equity capital ranking for 
the final dividend for 1952, compared with {4,162,922 
at the end of last December. At the time of the bonus issue 
the directors stated that “ it should not be assumed that the 
20 per cent rate of dividend which has been paid for several 
years will be maintained on the increased share capital.” The 
least sanguine interpretation that could be made of this state- 
ment was that the interim dividend rate might be scaled down 
from 8 to §} per cent and the final dividend rate from 12 to 
8 per cent. But, in fact, British Oxygen declared an interim 
ordinary dividend for 1952 of 6 per cent last September. 
This has thrown estimates of the final dividend into the 
melting pot-; at-the worst it seems that the final dividend 
might be declared at a rate of 7} per cent and at the best of 
9 per cent. The prospectus should solve this riddle, but 
even on the most gloomy view of a total dividend at 13} per 
cent the new shares at 40s. each would offer the attractive 
yield of 6} per cent. 


* * * 


Costs in the Copper Belt 


The publication of the full accounts of Roan Antelope 
and Mufulira coincided with the welcome news of the end 
of the three weeks’ strike in the Rhodesian copper belt. 
Negotiations on the wage dispute have now been recom- 
menced ; they may take some time to complete, but in the 
end a fairly substantial increase in wages—though not of the 
order of 2s. 8d. a day originally demanded by the unions— 
seems inevitable. As yet, the increase in costs has lagged 


well behind the rise in copper prices; the average price 
of blister copper sold by Roan Antelope in the year to 
June 30th, for example, rose by £29 15s. a long ton to 
£205 18s (fob Beira), but average costs a long ton increased 
by only £9 8s. to £90 17s. This, together with an increase 
in blister copper production, led to a further advance (from 
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£5.9 to £8.5 million) in profits earned by Roan Ante! 

Mufulira is a “wetter ” mine than Roan Antelope, and‘ 
output was therefore affected more seriously by last year’s 
shortage—or threatened shortage—of fuel ; the increase in its 
profits was consequently limited to about £400,000 (10 nearly 
£8.2 million). The chairman of both companies, Mr R. |. 
Prain, declared in his statement that costs in the current year 
will probably continue to rise ; the strike has turned this 
probability into certainty. Capital costs are also increasing ; 
originally the cost of the new electrolytic refinery now unde: 


construction by Mufulira was put at £3 million, bur this 


estimate has recently been revised to £4 million. 


The recent report of the Paley Committee in the United 
States suggests that the long term prospect for the demand 
for copper is bright. But in the short term the increase jp 
costs threatens to squeeze profits significantly. And. as far 
as investors in the Rhodesian Selection Trust group of copper 
companies are concerned, the important question whether the 
companies will be given permission to transfer their domicile 
to Rhodesia remains unanswered—although the Treasury 
will clearly have to make some statement soon. With the 
ending of the strike one cloud has been lifted from the copper 
belt, but others may be piling up on its horizon. | 


* * * 

Laid-up Shipping and Freights 

Freight rates are still hovering near the line below which 
it becomes advisable to lay up tramp ships, as is demonstrated 
by the increase shown in the latest returns of shipping laid 
up in United Kingdom ports. On October 1, according 
the Chamber of Shipping, there were 65 British ships, 
totalling 207,042 tons gross, laid up in UK ports for reasons 
other than repairs. This is an increase of 45 ships, totalling 
170,412 tons gross, in the three months since July 1, when 
the figure was 20 ships, totalling only 36,630 tons gross ; in 
October last year only 27. ships, of 43,904 tons gross, were 
laid up. The number and tonnage of foreign ships laid up 
in UK ports have also increased markedly, from only three 
ships (4,444 tons) on July 1 to 18 ships (83,351 tons) on 
October 1 against two ships-of 985 tons a year before. It 
was in June that the Chamber of Shipping index of tramp 
freight rates fell below the too mark after a long period in 
the clouds, and by August it had declined to 79.2. It can 
be deduced, therefore, that this was the level at which a 
number of British and foreign owners decided that laying up 
had become cheaper than carrying cargoes at a loss. Returns 
of ships laid up, of course, give only a partial picture: they 
do not take into account British or foreign ships laid up 
abroad, nor can they indicate how many vessels on the 
particular date were working their way home in ballast or 
with uneconomical cargoes in order to lay up. 


But the turn of the market since August may have caused 
some owners to reconsider laying up ships. The index for 
October worked out at 94.2 ; this improvement appears sub- 
sequently to have been fairly well maintained, and some 
reduction in operating costs has also been achieved as a result 
of the fall in oil bunker prices. On the other hand. the 
margin of profit at the present time is probably not very 
great, and the prospects of employment for inefficient sips 


‘cannot be considered to be firm, particularly since 50 per 


cent of the dollar aid cargoes are being reserved for American 
ships at artificial rates. Nevertheless, the volume of tramp 
tonnage on offer is rapidly diminishing; since the prolonged 
decline in freight rates has sent many ships to the breakers 
and few new ones are being completed. It is possible, 
perhaps, that the removal of tonnage through scrapping 1nd 
laying up (not to mention the return of some 500 Amerian 
Liberty ships to the mothball fleet) has contributed in some 
measure to the recent improvement in the freight market. [t 
so, any marked increase in world seaborne trade might rev~.! 
once more a deficiency that could not easily °¢ 
— up from the ships that are laid up outside Amet\-1 
today. 
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Company Notes 


Standard Motor.—The post-war boom in 
the British motor industry came to an end 
this year and short-time working is now the 
rule rather than the exception. All the lead- 
ing manufacturers have suffered from keener 
competition by foreign manufacturers in 
markets where consumers’ resistance is grow- 
ing, and from import restrictions in the 
Commonwealth. Of those that have recently 
published preliminary statements, Standard 
Motor appears to have fared the worst. Its 
trading profits fell sharply from £3,918,085 
to £3,041,443 in the year to August 31st. 
Thanks partly to the need to set aside 
£135,000 for EPL, the total provision for 
taxation has remained almost unchanged, at 
£1,205,000, in spite of this decline in gross 
earnings. By declaring an ordinary dividend 
of 12 per cent the directors of Standard Motor 
have, in effect, recommended the same equity 
payment as in 1950-51—once account is taken 
of last year’s 250 per cent scrip bonus. As 
shareholders are to receive the same’slice from 
a smaller cake, however, the directors have 
only been able to plough back £72,599 
(against £395,037) into the business. The 
margin of net earnings to ordinary dividends 
now appears to be uncomfortably low. 

One of the gloomiest portents for the future 
is the fact that the company has recently had 
to reduce its production of tractors. Tractor 

Years to Aug. 31, 


1951 1952 
Earnings :— i f 
raat CORES 655 ss oxiccndpnse 3,918,085 3,041,443 
Contingencies ........... 250,000 es 
Amortisation .........008- 554,484 314,816 
Depreciation 899,048 911,260 
Taxation 1,290,000 1,205,000 
Net profit oy cain alee 853.069 530,631 
Ordinary dividends a 23,052 323,032 
Ordinary dividends (per cent) .. 30 12 
Added to carry forward........ 395,037 72,599 
5s. ordinary stock at 5s: 9d. xd. yields £10 9s. per cent. 


production should return to a more normal 
level in the New Year, but shareholders, who 
will be aware of the contribution that the 
production of tractors made to profits last 
year, will realise that even a temporary dis- 
location in tractor production can have a 
serious effect upon earnings. 


* 


British Motor and Rootes Motors.—The 
preliminary statements issued by British 
Motor—the product of the Austin-Morris 
merger—and by Rootes Motors have a more 
encouraging tale to tell than the statement 
issued by Standard Motor. But shareholders 
will note that the accounting periods of these 
two groups ended on July 31st, a month 
earlier than the end of Standard Motor’s 
financial year. They will also remember— 
indeed the rest of the motor industry, and 
potential consumers, remember only too well 
—the speech recently made by Mr Lord, 
which drew attention to the deterioration in 
trading conditions that has taken place in 
the last few months. The trading results 
of British Motor and of Rootes Motors must 
therefore be interpreted as an accounting for 
the past and not as an indication of present 
er future trends. In the first four months 
of its existence the British Motor group 
earned a profit of £5,804,002, of which 
£3,239,345 had to be set aside for taxation ; 
although a precise comparison between these 
figures and the earnings of Morris and Austin 
before the amalgamation is impossible, it 
seems clear that earnings were being well 
maintained until the end of July. Similarly, 
profits earned by the Rootes group in the year 
to July 31st were only very slightly lower 
(at £3,425,697) than the profits of £3,473,873 
reported in the previous financial year. Burt, 
in common with British Motor, the Rootes 
group had a heavy tax bill to meet ; in fact, 
the provision for taxation increased—thanks 
presumably to the group’s EPL ljability— 
from £2,069,925 to £2,270,118, so that the 


net balance after tax fell from £1,403,948 to 
£1,155,579. 

Now that the “cold wind,” to which the 
chairman of Rootes referred a year ago, 
is whistling around the ears of the motor 
manufacturers, the industry’s dividend dis- 
bursements are likely to be conservative, at 
best. When the Austin-Morris merger was 
announced, the directors of British Motor 
declared that it should be possible to pay 
a dividend at a annual rate of not less than 
52 per cent; a dividend payment for the 
first third of the company’s »first year (the 
four months to July 31st) has accordingly 
been recommended at precisely 174 per cent. 
Similarly, the ordinary dividend of Rootes 
Motors has again been maintained at 324 per 
cent. On the basis of a 52 per cent dividend 
the 5s. ordinary shares in British Motor at 
the current price of 28s. 6d. xd yield 9.1 per 
cent; the 4s, ordinary shares -in -Rootes 
Motors at the current price of 16s. 3d. xd 
offer a yield of 8 per cent. 


* 


ind Coope and Alisopp.—Traditionally, 
the brewing year ends on September 30th, 
and for the first time since the end of the war 
the brewers have been able to announce that 
in this period there has been a slight increase 
in beer production. It is against this back- 
ground—and against a background of higher 
prices and some working economies in the 
industry—that Ind Coope has been able to 
report an increase in group trading profits, 
from £2,582.677 to £2,703,217, in the year 
to August 31st last. Sales of draught beer in 
Ind Coope’s “tied houses ”—the company 
has more of these than any other brewer— 
have probably been well maintained, but it is 
to an increase in the sales of bottled beers, 
particularly of the heavier gravity beers, that 
Years to Aug. 31, 

1951 fase 

Consolidated earnings :— £ 
Trading profit... 26... ccecccns 
SOC TCO a ins cas vinds kak s8e 

Depreciation . 
Taxation ...:.. 


i 
2,582,677 2,705,217 
5,019,650 2,982,180 
407,133 412,725 
1,083,290 1,192,137 


Net profit POE Ve Sealy hive 765.923 770,177 
Ordinary dividends Swiee ae 479,927 483,207 
Ordinary dividends (per cent) .. 30 12 
Capital: 2egere oo oes'e5 es viene 174,000 175,000 
MesORWNE 5535 45 den ca bw he is 416,558 278,469 
Added to group carry forward.. 17,819 1,233 


5s. ordinary stock at 10s. Od. yields £8 per cent. 


the expansion in earnings can be attributed. 
Ind Coope sells its bottled beers on a national 
scale, in “free houses,” off-licences, and 
“tied houses” owned by other brewers, but 
competition in this market is growing—and 
will certainly continue to grow—keener. Ind 
Coope, for example, has not only to face 
competition from three other “ national” 
breweries selling bottled beers throughout 
the country, but also competition from the 
smaller local breweries that are now paying 
a great deal of attention to the sales of their 
own bottled beers. 

An interest in the bottled beer trade does 
not therefore necessarily mean that further 
increases in profits are going to be easy ; and, 
in any case, such increases as are attained go 
mostly to the tax collector. The increase in 
Ind Coope’s taxation provision last year 
(from £1,083,290 to £1,192,137) limited the 
increase in its net profits to a mere £4,254, so 
that the directors, by declaring a dividend of 


12 per cent, could only in effect recommend: 


the same distribution on ordinary capital as 
was made the year before. The season of 
brewing results has started well with the 
announcement of increased profits from 
Benskin’s Watford Brewery and from 
Mitchells and Butlers as well as from Ind 
Coope. But in all three cases the companies 
have been merely content to maintain their 
ordinary dividends; this is all investors 
should expect when’ other breweries 
announce their results, 
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SECURITY PRICES 4Np 
YIELDS 


ae | Price, | Price,) Net — 
ae [ _. ef Yield, Yield 
ce | » | Nov. 12, | Nov 
_Quarantecd Stocks | 1952 | 1952 | * 3553 1954" 
i £ sd ; a 
War Bonds 2$% '51-53 9948 999 612 : 5 3% 
War Bonds % 52-54) 294 oat 1191 2i 4 
Sreacgee| | aie: ie 
Ser. Funding 1% ‘ PEae 1) 2 ks 
Ser. Funding 13% "54. 97) 98% 117 0 2 is iS 
Ser. Funding 3% '55..| 100, | 1008 110 3 » 18 9 


War Bonds 24% °54-56 984, 98H 1l 10 1? 44 


Funding 23% °52-57..| 99% 99% o.% 
Nat. Def. 3% "54-58..| 100}. | 100 11110 3 2 
War Loan 3% °55-59.) 99% 338 3s 27 
Savings 3% "55-65...| 92%) 924 6 1 316 
Funding 25% °56-61. | 923 | 92 65 3 7 
Funding 3% °59-69...; 87 | 86 ns4an 
Funding 3°, '66-68...| 88) | 88} 0 5 4 1W 
Funding 4% "60-90...| 979 | ona = *\ <3 ite 
| 2 2 0 
12 4 3 91 


Savings 3% ’60-70...| 86 858 


Savings 2)% °64-67..| 8 


7 12 8 19 01 
Victory 4%, '20-76...; 101 100 


l } 5 19 10s 


a 











Savings 3% °65-75...| 83 83% $1 
Consols 4% (aft. 1957) 88 88h 7 9 ll tf 
Convs. 34% (aft. 1961)) 794 784 6 8 49 2F 
Treas. 24% (aft. 1975) 583 | 584 5 0 4 S5iIf 
Treas. 3% (aft. 1966).| 68} | 68} 6 1/4 8 of 
Treasury 34% °77-80.| 8 884° 8 6 4 4 51 
Redemption 3% '86-96 79 784 76.41 6 
WarLoan 34% aft.1952, 784% 784 * 70°49 6 
Consols 25% .....5.. 60% 60% 3714-3 
Br. Elec, 3% °68-73...| 84 84} 1111 4 310 
Br. Elec. 3% ’74-77...| 82 82} 1011 4 3 4 
Br. Elec. 44% "74-79. .| 994 | 998 { mals ou 
Br. Elec. 35% '76-79..| 895%) 89° 7104 3 8! 
Br. Trans. 3%, '78-88.) 78} 783 210 3.4 4 6! 
Br. Trans. 3% '68-73.| 84} / 84421111 4 310) 
Br. Trans. 4% 72-77 .| ... | 956 2 6 9 54 511i 
Br. Gas 3% 90-95..../ 778 | 774.2 9 014 3 38 
Br. Gas 3$% 69-71...) 914 | aif 280:4 3 6) 
Br. I. & S. 34% '79-81) 88 885 }2 8 1/4 4 71 
(e) To earliest date. (jf) Flat yield. (i) To latest date 
(s) Assumed average life 15 years approx. * Ex dividend 
Last Two | Price, | Price, | Yield 
Dividends | S¢@imery | Nov. 5,\Nov. 12, Nov. 12, 
| } 1952 | 1952 1952 
fa) ) (eo) 
o o { s d 
3 to | 5 | ; 
5} 20 aiAnglo-Am. 10/-. Bon) O15 3 2 
25 6} 5 @Anglo-Iran {1.. St i (U6 Ae 12 1 
1245 M Assoc. Elec. {1.| 72/6 | 72/6 » 10 4 
20 6} Tha'Assoc.P.Cem.{1/101/3 j101/3 5 8 8 
¢22$c; 10 a\Bass fl ....... 122/6 |122/6 r 00 
20 c 5 a\Boots 5/-...... 20/—- | 19/6 6 27 
Bhd 3 a. Brad. Dyers {1.} 22/3 | 22 10 91 
a 64 | Br. Celanese 10/-| 25/- | 24/3 410 9 
vies 174 ‘Br. Motor Cp. 5/-| 29/4} | 28/6" | 9 2 5g 
12 6} 6 aiBr. Oxygen /1..| 51/10}) 49/44 5 15 54 
3 b| 3 aCan. Pac. $25..| $61 | $59 (412 5 
§ a) ThbCoatsf{1....... q5/—- 1 45/- 511 1 
646} 5 aCourtaulds £1../37/-xd | 37/- (6 1 8 
15 cl 2 aCunard {1..... me 3 S2j—- | 9 7 G 
Thaj 15 b\Distillers 4/-...| 16/9 | 16/9 5 7 6 
Tipe; 17Tke, Dunlop f1..... 45/7h | 44/44 57:17 6 
12hc} 15 c\Ford £1....... 49/~ | 49/- |6 2 5 
| | 
Thal 15 biGen. Elect. £1..] 42/6 | 42/6 5 4 % 
5 a} 10 bjGuest Keen £1.) 52/- | 52/6 | 5 14 5 
17 6| 17 aGuinness 10/-..}; 29/- | 29/- | 5 15 lle 
5h6| 44ailawker Sid. £1.) 36/- | 35/3 | 515 6 
13 cl} 5 ajlmp. Chem. {1.| 44/- | 44/- | 5 18 2 
18}b; 13$a'Imp. Tobaceo {1} 54/9 | 55/- 7 5 5e 
$2.6c| $2.6c\Int. Nick. n.p...| $81 | $78 519 90 
Me 17hc! J’burg Con. £1.) 46/3 | 43/6 | 8 Oll 
10 6} = a\Lancs. Cotton {1} 38/9 | 39/44, 712 4 
10 6} — Tha\Lon. Brick {1..| 61/3 | 62/6 | 512 0 
65 6} 15 a\'Marks&Sp.A5/-| 45/3* | 46/6 | 4 6 On 
15§| 6§a'Monsanto 5/-...| 23/- | 23/- | 4 17 10 
10§d| 6 a\P. & O. Def. £1.| 49/- | 48/- | 6 18 Il 
7a} _1746'P. Johnson 10/-.| 34/6 | 34/6 | 7 5 0 
t85 c\tl00 cPrudentl. ‘A’ £1) 34p* |) 34 | 512 1 
| | } 
50 a) 175 }) Rhokanajl.... x. ; 19 {11 16 10 
10 6| 5 a Rolls Royce £1.| 61/10}) 60/7$*)'4 19 0 
t5 al tiS 6\Shell” Stk. ae 78/1h | 76/103| 5 19 3f 
13}a} 846’ Tube Invest. £1) 56/3 | 55/74 | 5 7 10% 
15°6| 5aTur. Newall £1.| 93/14 | 92/6 |4 6 6 
5 a| 8b Unilever f1....| 45/6 | 45/6 | 5 18 9 
10 cg 12}c\Union Castle fl 20/6 | 20/- |6 5 On 
5 5 @.Union Disc. £1. 41/- | 40/6 | 418 9 
+6$)  144a\Utd. Molass. 10/-| 30/3 | 28/9° | 6 7 1 
30 1h a U.SuaBetongé1) 38/1p | 36/3* {20 15 9 
10 6} = 2ga!Vickers £1..... 41/9 | 41/9 : » 7 


2746} 15 a Woolworth 5/- .| 44/- | 43/9 
i 





(a) Int. (6) Fin. (c) Div. whole yr. (d) Yield basis 14°o- 
(e) Yield basis 164%. (f) Yield basis 22-9 gross. (s) | 

declared for 4 months. Yield basis 52%. (4) Yield basis 
15%. (ky Yield basis 64%. (n) Yield basis 40%. (0) Yield 


basis 20%. (p) Yield basis 114%. * Exdiv. f Free of (ax 














-=>— =, Oe SF Oe ee |S oe ee oe ~ eo oe oe 


= Ss = Oe SS 


= eS Ge oe 


To Fe oe Ce Oe Oe 





THE ECONOMIST, November Ts, 1952 


ra 





481 


- Statistical Summary 


EXCHEQUER RETURNS 


ior the week ended November 8, 1952, 

total ordinary’ revenue was £88,303,000, 

| ordinary. expenditure of 454,975,000 

ies to sinking funds £787,000. Thus, 

incl » sinking fund allocations of 

/19.800,000 the deficit acerued since April 1, 

1952, was {320,385,000 compared with a 

Jefcit of £53,825,000 for the corresponding 
period of the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


ro it 1,\April 1,’ Week | Week 
| Est | 1951 | 1952 fended | ended 
to | to | Nev. | Nov. 
ov. 10,,Nov.8,} 10, | 8, 
1951 | 1952 | 1951 | 1952 


3 Receipts into the 
REVENUE Exchequer 
tl 
ar: REVENUE 































Income Tax .....2804225)530,352) 553,950) 9,527! 13,318 
Sur-tax . | 123, 42,600: 39, 1,490, 1,000 
Estate, etc., Duties; 175, 112,900 88, 2, 2,900 
Stamps 57,! 38,600 29, 1,300; 1,000 
Profits Tax & EPT | 452,000, 192,200. 238, 7,000} 8,500 
Excess ProfitsLevy 5, ove fees soe wee 
Special Contribu ; 

ion and other) > 2; 2,035 1, 50) 60 

Inland Revenue; ; 

|| Inland Rev. 2618728 918,587, 951, eer 


Customs. .....+ ++ 0435001614,107 629,66 
Rede “111 172,000, 485,600 456,31 





uns and 





. . .|1815500 1097707 1085978) 49,802, 58,657 
che eniadieiee 
Motor Duties ....| 64,150) 15,125) 15, 644) 1,677 
Surpl'strom Pradg.| 12,000, 66,927, ... | 1,000)... 
PO t receipts). pa 3,108) ai 
ences) 15,000, 6,300 6,6 sit 
wiry Loans....| 26,000) 19,733, 19,37@ 67, 510 
Mises incl. Sur- { 


War Stores); 110, 1,485) 681 
74,875, 88,303 
4 6,500 


126) 79 


Ord. Rev... 4661375220772) 215 


Income Tax on 
EPT Refands::| 4, 


| 
3.577 3,12 








4875510.23253598 2277 $1,201 94.882 
7 ssues out x fuer 
EXPENDITURE to meet payments 
(£ thousand 





















RI XPENDITURE | | 

Int. & Man. of Nat. | 

, Debt i 575,000] 308,919 349,395 876 5,306 
vments to N.} | 


ireland. ...... 8] 1,360! 1,469 
Other Cons. Funds Ss eks) woes 
pply Services ; 


SS 


Total Ord. Expd.. 4179364 


Sinking Funds ... 





Fotal (excl. Self- 
Bal. Expd.).... 417936 





Se_r-BaLancine 
Post Office | 
Income Tax on} 
EPT Refunds. . | 


After increasing Exchequer balances by 
{99,639 to {2,981,080, the other operations 
for the week decreased the National Debt 
by 428,477,285 to £26,220 million. 


bake NET RECEIPTS (£ thousand) 
Land Settlement (Facilities) Acts, 1919 and 1921 14 
otton (Central Buying) Act, 1947, s. 21(3).:..... 5,000 





EPU (Fin. Provs.} Act, pg ay See Sevee 183 

5,197 

NET ISSUES (£ thousand) 

Post Office & Telegraph (Money) Act, 1950...... 1,000 
EVT Refunds’. ..2.7 70 doe: 97 
I xport Guarantees Act, 1008, «. HD)... cst 5 
Liousing (Scotland) Act, 1950, s. DS Sieve ws ° 995 
Lox al Authorities Loans Act, 1945, s. 4a) SF hehedae 5,100 
New Towns Acts, 1946 and 1952 |.............. 1,380 
Jown and Country: Pi Alte, INT . ice 300 
Finance Acts, 1946. and 194 : Postwar Credits ose 3528 

9,205 





Nat. Savings Certs. 
34% Def. 
Tax Reserve Certs. 1,030 
















CHANGES IN DEBT ({£ thousand) 


Recess | PAYMENTS 
600 | Treasury Bills .... 


20,158 
mids.. 1,735 


, 24% Def. Bonds. . 800 
3% Def. Bonds... 1,455 
% Ter. Annuities. 1,453 


Other Debt :-— 
Internal ....... 323 
External .:..... 69 
Ways and Means 
| Advances ...... 7,585 
3,365 31,843 
FLOATING DEBT 
(£ million : 






Ways & Means } Treas. 
Advances De- | Total 


Float- 


purchases © tender 


connection with cash subscriptions to the new issues of 
Serial Funding Steck, it is im 
division between tap and tender bills until all the bills 
purchased have passed their original maturity date. 


possible to calculate the 


TREASURY BILLS 







Amount 
({£ million) 

“Tapetiedl Allow. 
if tered) “RENCA os 








Date of 



















| 330-4 | 260-0 

Aug. 230-0 | 295-1 | 220-0 . 68 

> 220-0 | 284-6 | 220-0 . 70 
» 221 240-0} 301-1 | 240-0 : 73 
. 629 | 250-0 | 318-9 | 250-0 4-4 712 

i 

Sept. 5 | 260-0 308-6 | 260-0 8-58 79 
» 12 | 260-0 | 308-9 | 260-0 8-61 80 
» 19 | 260-0 | 333-1 | 260-0 8-12 61 
” 26 | 260-0 | 309-0 | 260-0 8-54 79 

Oct. 3 | 250-0 | 312-4| 220-0 0-53 69 
» 10} 220-0 | 309-9 | 200-0] 48 11-90 51 
» 17 | 220-0 | 315-8 | 220-0] 48 4-14 64 
» 24 | 230-0 | 321-3 | 230-0] 48 4-06 62 
» Sh | 220-0 | 3348 | 220-0] 48 3-63 50 

Nov. 7 | 240-0 | 335-4 | 240-0] 47 8-19 67 


On November 7th lications for 91 day bills to be 
paid from November to November 15, 1952, were 
accepted dated Monday to Saturday as to about 67 per 
cent at £99 8s. ld., and above in full. Treasury bills to 
a maximum of £240 million were offered on November 14th. 
For the week ended November 15th the banks were not 
asked for Treasury deposits. 


NATIONAL SAVINGS 





thousand 
Total 30 weeks | Week 
ended ended 
Nov. 
1952 
oo Engereyene 98,200, 82, 3,200 
Ress eoks os coctoce UO . 
Repayments ..... cede ee 85,300 85,400 - 2,700 
Net Savings .:.....+6.5. 14,900'Dr 3,00 500 
Defence Bonds :— ; 
POOR... oo saiscne snes M, 39,194 1,995 
Repayments ........+0+- 44,328 45,789 = 1,525 
Net Sa ns tee aden te 9.519 Dr 6,589 470 
P.O, and Trustee Savings ' ; 
Banks :-— | 
MOONE. os ive ess Ki88 408,194 430,01 13,486 
Repayments .......+.++« 474,852, 498,56 14,473 
Net Savings ............ Dr 66,658 Dr 68,1 - 987 
Total Net Savings ........ Dr 61,277 Dr78,139Dr 17 
Interest on certificates repaid 20,480, 23,469 756 
Interest accrued ........... 76,057|_ 76,8 2,464 
Change in total invested — 6,700'— 24,754 1,691 
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BANK OF ENGLAND 
RETURNS 


NOVEMBER 12, 1952 
ISSUE DEPARTMENT 


Notes Issued :- £ i £ 
InCirculation 1452,234,107) Govt. Debt... 11,015,100 
In Bankg. e- Other Govt. 

partment... 48,122,716, Securities ... 1485,.748,763 
Other Sec. .. 722,495 
Coin {other 
than gold) 


2,513,642 
Amt. of Fid.——— --— 
a 1500,000 000 
| Gold Coin and 
| Bullion {at 
248s. per oz. 


SO Ses 356,825 


150,356,823: 1500, 356,823 
BANKING DEPARTMENT 
£ } £ 
Capital ...... 14,553,000 | Govt. Sec..... 333,679,930 
Rest... ...+.. 3,330,126 | Other Secs. :- 24,756,876 
| Public Deps.:~ 39,259,064 | Discownts and 


Public Acets.* 12,662,653 Advances... 5.030.200 
H.M. Treas. Securities.... 19,726,676 
Special Acct. 26,596,411 | 
Other Deps.:— 350,994,767 | 
Bankers..... 283,049,173 | Notes... .. sou 48,122,716 
Other Acets.. . 67,945,594 | Coin... ...... 1,577,435 
408,136,957 408,136,957 


e rk Exchequer, Savings Banks, Commissioners 
of National Debt Dividend Accounts. 


COMPARATIVE ANALYSIS 
(f million) 












ssue Dept. :— 
Notes in.circulation ..... 
Notes in banking depart- 
ment .. inate 
Government debt and 
securities® ........ : 
Other securities. ........ 
Gold and coin.......... 
Valued at s. per fine oz... 
Banking Dept. :— 
Deposits :— 


se 
tw 
© 
nv 
e a 
So~4@ 


ublic Accounts ........ 13-5 12-9, 12-7 
Treasury Special Account 22-2, 26-6 26-6 
PE a esvcteees 271-6 272-4 283-0 
CO ein a ses ca dxense 66°7' 67-6 67-9 
EE Feniiens saad KUNA 374-0; 379-5 390-2 

Securities :-— 
Government............ 299-4; 307-0; 333-7 
Discounts, etc........... 9-3 7-5 5-0 
RE Pee ere. ee 25-4 30-4 19-7 
p 7” SOR AMAR EE Hiatrpey eur aattons 334-1) 344-9 358-4 
Banking dept. reserve... .. 57:7 52-5 49-7 
> Progiektiot © is). cncie'e ews 15-4 13-8. 12-7 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from {1,550 million to £1,500 
million on August 27, 1952. 


GOLD AND SILVER 

The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 14, 1949, and the selling price. to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce, Spot 
cash prices during last week were as follows :— 





GoLp 


SULvVER 








1952 London New York; Bombay 


; 
i 





Bombay 











Nov. 6.. | 72: 83-25 | 12 
» t» | 72-8 | 83-25 | 153 8 
6. Oe Markets Closed i Isl 14 
» W.. } 72-8 | 8325 | 152 5 
pg ie 72-8 | Closed 1535 
» 12.. | 72-8 | 83-25 | 154 0 
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COMPANY MEETINGS 





THE ECONOMIST, November 1S, 1952 


BRITISH CELANESE LIMITED 


MR G. H. WHIGHAM’S STATEMENT 


The thirty-third annual general meeting of 
British Celanese Limited was held on 
November 11th in the Great Hall, Winches- 
ter House, Old Broad Street, London, E.C., 
Mx G. H. Whigham (chairman) presiding. 


The following is the chairman’s statement 
which was circulated with the annual report 
and accounts for the year ended June 28, 
1952. 

The net profit before taxation has fallen 
far short of the record levels of the last two 
years, earnings for the second half of the 
year being drastically affected by the severe 
recession in the textile and plastic industries. 
It will be seen from the consolidated balance 
sheet that the reserves have increased from 
£5,330,646 to £8,456,520.. Of the increase 
£2,951,899 was attributable to share premium 
account following the issue of ordinary shares 
in November, 1951. 


The net expenditure during the year on 
buildings, plant, machinery and equipment 
was £1,772,000. Current assets less current 
lpbilities (including future taxation) in- 
ereased by £3,389,114. Despite the special 
stock write-down referred to in the report, 
there is a substantial increase in the value 
of stocks, mainly attributable to the larger 
volume held. Raw material stocks are higher 
than normal in relation to current activity, 
owing to the rapid development of the reces- 
sion, but are gradually being reduced. 
Product stocks are being reduced more 
rapidly and will shortly be at a satisfactory 
level. 

Since the end of the war, fixed assets and 
working capital of the group, after providing 
for future taxation, have increased by 
£10,621,791, of which £6,264,601 has been 
provided out of the proceeds of the issue of 
shares, the balance having been provided out 
of the company’s resources. 


The amount of funding certificates out- 
standing, as shown in the balance sheet, was 
£382,939 .and you will see from the accounts 
that £131,125 has been set aside out of the 
year’s profits for the further redemption of 
certificates under the conditions of issue and, 
when applied, will reduce the certificates 
outstanding to the amount of approximately 
£258,000 out of the original issue of 
£1,700,000. During the year £76,020 of 
debenture stock was redeemed. 


TAXATION AND DIVIDENDS 


Out of the net profit for the year of 
£2,546,233, taxation requirements amount to 
£1,612,611. Successive Governments come 
into office, but in my view none, in spite of 
the submissions made to them by the most 
responsible representatives of industry, has 
really tackled the problem of how to ensure 
that industrial companies shall be allowed to 
retain enough profits to keep their plants up 
to date, either by means of larger allowances 
for depreciation on a replacement basis 
instead of a historical basis, or by reducing 
the rate of direct taxation. In the course of 
time all companies consume their fixed assets 
in their business and many today are not 
left with sufficient funds out of taxed profits 
to replace what they consume. 


In a company with a capital structure such 
as ours one glaring unfairness to the ordinary 
stockholder, who’ really puts up the risk 
money, is the fact that the gross amount dis- 
tributed on preference stock is subject to a 
distributed profits tax at the rate of 22} per 
cent, or 20 per cent more than the tax of 
24 per cent on undistributed profits. Thus 


the existence of prefertnce stock now involves 
not only the payment of fixed dividends, but 
also the distributed profits tax on such divi- 
dends in priority to any payment of dividend 
on the ordinary stock. 


On the basis of the 20 per cent differential 
in the tax on distributed profits, the fixed 
dividends on the two classes of our preference 
stock involve the payment of £112,750 per 
annum for such tax, which amount would 
ordinarily be available for distribution as 
dividend to ordinary stockholders, equivalent 
to approximately 6 per cent on the increased 
issued ordinary capital. This profits tax on 
distributed profits is, I submit, inherently 
unsound and might have the effect of causing 
the fresh capital required by industry to be 
raised by way of loan capital, which cannot 
be in the best interests of stockholders or of 
the national economy. The incidence of the 
distributed profits tax levied or the fixed 
preference dividends could conceivably result 
in no profits being available for dividend on 
the ordinary stock in years which would 
otherwise permit of modest distributions. 


TRADING 


In my speech last year I reported that our 
chief problems had been concerned with pro- 
ductiom rather than sales ; indeed, for many 
years our difficulry has been to produce 
enough goods to supply the demand. The 
first signs of a slackening in demand for the 
products of your company were appearing 
towards the end of 1951, and the second 
half of the year under review has found us 
facing a recession in trade for the first time 
since before the-war. 


It was particularly unfortunate that a 
sudden and serious decline in the demand 
from the home market coincided with an 
even sharper and unforeseeable drop in 
exports. Not only were we tinable to export 
our yarn and fabric, but the export trade of 
our yarn customers in this country suffered 
in the same degree. The heaviest of these 
blows has been the virtual closing of the 
Australian market since March, 1952. 


Other countries, while not imposing a ban 
on imports, have set up such a high tariff 
barrier that it has now become very difficult 
to sell our goods at prices attractive enough 
for the market. This tendency on the part of 
countries to become self-contained will, if 
continued, have serious repercussions on in- 
ternational trade. 


The producers of foodstuffs surplus to 
their own requirements must take payment 
in manufactured goods for the produce which 
they export to those countries which cannot 
entirely feed themselves. This is particularl 
so in the case of the USA, and although it 
would be entirely contradictory to her long- 
established economic policy, she must make 
it possible for more manufactured goods to 
enter her territory if she hopes to maintain 
a commercial export trade not bolstered by 
loans and grants, or indeed if she hopes to 
have the loans she has already made, and may 
make, serviced and repaid in due course. 


PRICES OF RAW MATERIALS 


The supply of raw materials during the 
year under review has been easier than during 
the previous year, but prices remained very 
high until recent months. A company such 
as yours must always carry such adequate 
supplies of raw materials as will guard against 
a sudden stoppage of supply. This means 
that, when prices fall, the raw materials 


being currently consumed have b 


at more than replacement costs. + Doughe 

These are the conditions which »btained 
during the latter part of the year under re. 
view, mainly as regards cotton |inters and 
wood pulp. On this account your board de 
cided to write down the value of the cellu- 
lose stocks, as will be nated from the report, 


PLANT EXPANSION AND MODERNISATION 


The board have continued their policy of 
plant expansion: and “modernisation, and 
during the year further substantial expendi. 
ture has been approved. As a result, our 
factories are today in a far better position to 
meet existing adverse conditions as well as 
any future competition. 


As regards the proposed plant at Wrexham 
the construction of the buildings for the firs 
unit is proceeding but, pending clarification 
of the immediate business outlook, contracrs 
have not been placed for the plant. The 
new factories at Wigan, Jarrow and Blyth 
have opetated satisfactorily, although pro- 
duction was reduced during the second half 
of the financial year due tothe state of trade. 
It is now being stepped up again as business 
improves. 


RIVER POLLUTION 


The problem of increasing the purity of 
the country’s rivers has lately been made the 
subject of increasing public interest and of 
recent legislation. ‘The result has been the 
imposition of added responsibilities upon 
industrial undertakings. In March, 1952, an 
injunction was granted against the company 
to restrain it from polluting tke River 
Derwent by discharging trade effluent and 
heated cooling water from our Spondon 
factory. In the same proceedings injunctions 
were granted against the Derby Corporation 
and the British Electricity Authority 


We have always maintained an efflueat 
treatment plant at Spondon. Realising, how- 
ever, that increased activities there neces- 
sitated further measures being taken, we 
approached the local sewage authority, prior 
to the writ being issued, with a view to their 
taking and treating our trade effluent. Our 
negotiations with the local sewage authority 
are still continuing and meantime the opera- 
tion of the injunction against us has been 
suspended for two years. 


We are taking active steps to deal with the 
whole problem and, although the period of 
suspension is not expected to be of sufficient 
duration to enable the problem to be com- 
pletely solved, considerable progress is ¢x- 
pected to be made. The expense involved 
in these remedial measures cannot be fore- 
cast with accuracy at present. With a factory 
the size of that at Spondon the best mesures 
to meet the situation are bound to require 
considerable investigation and to be not 
inconsiderable in size and scope. 


RESEARCH AND DEVELOPMEN'! 


The successful conduct of a business in 
synthetic fibres requires making provis:on for 
expansion by expenditure on research and 
development. To remain satisfied wit) ones 
achievements means to lose ground. Even 
apparently well-established processes need 
careful periodical re-examination in th: light 
of new, knowledge, the availability 0! 9°W 
chemical engineering materials and mc hods, 
or change in the relative merits of Ww 
materials, 
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For this reason, you hear from me year 
+. year that we have continued work on both 
short and long-term projects and each year 
bynes us to the satisfactory conclusion of 
tems in Our research programme which, as 
hey pass to the development stage, are 

ceeded by other new and promising 
ventures. 


Poor trading conditions indeed only serve 

bring about a greater sense of urgency in 

application of already made discoveries, 
hur the exploitation of items already proved 
feasible in the laboratories, workshops and 
pilot plants requires substantial capital, ‘and 
the provision of capital is, of course, rendered> 
more and more difficult as a result of the 
high rate of present-day taxation. Pee 
son of suitable new processes for dévelop- 
ment is indeed a matter requiring accurate 
judgement, and one of the guiding principles 
in our expansion is that of developing new 
manufactures within the fields of textiles, 
plastics and chemicals which make use of 
skilled techniques and equipment available 
within the organisation. 


CURRENT TRADING 


The world-wide textile recession followed 
period of very heavy buying started mainly 
by the Korean war and the fear that the 
rearmament programme in the various 
countries might lead to a textile shortage. 
There are, however, definite signs of improve- 
ment, particularly in the home.trade and in 
the yarn export trade. . Accumulated stocks 
are being worked off and idle machinery is 
gradually being brought back into commis- 
sion. The improvement does not yet affect 
every section of the trade and the increase 
production is bound to be slow because 

of the loss of labour which has inevitably 
occurred, so that it will be some considerable 
before the effects of the recession on 
production and on profits are fully overcome. 


I am sure you will appreciate that, under 
these conditions, your board cannot forecast 
the future level of profits or dividends. I 
shall be able to give you more up-to-date 
nformation regarding the state of business at 
the annual meeting to be held on Novem- 
ber llth next. 


The production of rayon and acetate yarns 
is a continuous process and the problem 
regarding temporary stoppage of plant is a 
more serious one than that experienced by 
other textile industries. The reduction in our 
Jabour force occurred at aime when there 
was a heavy demand for labour by other 
industries, particularly engineering and 
mining. For this reason, as business 
improved, it has been necessary to replace a 
number of the skilled operatives who left us 
by those less experienced, and it will naturally 
be some little time before the new entrants 
reach the normal standards of efficiency. 


FUTURE OUTLOOK 


It is reassuring to observe how the 
acceptability of man-made fibres increases 
daily and how far-reaching their applications 
are becoming. The outlook for them is also 
improved by the widening range and varying 
sources of raw materials available for their 
production, thus overcoming the. possibility 
of being unable to meet demands as their 
fitness for new purposes is established and 
their fields of usefulness extended. Acetate 
yarn Maintains its position in these develop- 


nants and I am still full of confidence in its 
uture. 


For some years the Government has been 
considering the possibility of increasing the 
use of man-man fibres in Service departments 
and branches of the public service. Recently, 
as a result of representations by the industry, 
existing textile specifications for articles in 
these spheres have been examined, and an 
appreciably larger proportion of these fibres, 


including acetate, are now being introduced 
into many articles. 


: We must expect, in course of time, increas- 
ing competition from countries which have 
cheaper labour or which -have in their own 
territories abundant supplies of raw materials. 
This, however, only spurs us on to: increase 
further our efficiency in production and 
especially to accelerate development work so 
as to enable us to keep abreast of the times. 


If the British rayon industry is to obtain 
its share of the export trade, it must be com- 
petitive. Increased wage rates without a 
correspond.ng increase in productivity would 
make this much more difficult. Yarn prices 
in the rayon industry have been the most 
stable of any textile yarn, and the mainten- 
ance of this stability will be considerably 
helped by the exercise of understanding and 
common sense on the wage question. 


CHANGE OF ACCOUNTING PERIOD 


Your directors -have had under considera- 
tion for some time the quest.on of changing 
the company’s financial year to terminate at 
the end of March. Such a change would 
correlate the company’s year to the Govern- 
ment’s fiscal year, which would be more con- 
venient from all points of view. At present, 
as the company’s year closes on or about 
June 30th, the precise rates of taxation in 
relation to profit for the period covered by 
the accounts are not known, since the Budget 
proposals are not normally submitted to 
Parliament until the following April. This 
necessarily involves an estimation of taxation 
liability based on rates which may subse- 
quently be subject to alteration in later 
Budget proposals and any such alteration 
would involve adjustment in the succeeding 
year’s accounts. 


On the other hand, with the company’s 
financial year terminating at the end of 
March to coincide with the Government’s 
fiscal year, the Budget proposals placed before 
Parliament in respect of taxation relative to 
the period covered by the company’s accounts 
would be known prior to the completion of 
such accounts and their effect would accord- 
ingly be incorporated therein. 


While it is unlikely that such a change 
would affect other than to a minor extent the 
amount of tax actually payable, the large 
sums which, under current practicé, the com- 
pany sets aside to meet estimated future 
taxation payments would be reduced. 


In the opinion of your board, it is impor- 
tant; in view of the high rates of taxation on 
company profits, that the effect of the Budget 
proposals governing the taxation on profits 
disclosed in the company’s published accounts 
should be known and incorporated in such 
accounts before presentation to the stock- 
holders, and accordingly the board have 
decided that the next balance sheet to be 
issued shall be as at the end of March, 1953, 
and the profit and loss account annexed 
thereto will therefore cover a trading period 
of nine months only. 


EPL STANDARD 


From a preliminary examination of the 
Finance Act, 1952, it would appear. than no 
liability on the company is likely to arise 
in respect of the new excess profits levy 
unless profits are earned in excess of those 
disclosed in the 1949-50 accounts. 


PERSONNEL 


I mentioned in my statement last year that 
it was the board’s intention to set up a fund, 
the primary object of which would be the 
payment of pensions to long-service works 
employees, and that a scheme had been sub- 
mitted to Inland Revenue for approval. The 
scheme was'duly approved and the fund, to 
be administered by trustees appointed by the 
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board, has been éstablished’ under a trust 
deed. 


In common with the greater part of the 
textile industry, we were compelled by the 
trade recession to lose the services of many 
skilled and valued workers of long standing. 
Some of these have already been re-engzged, 
and we hope that, as trade improves, many 
more will be able to return to employment 
with us. Those who do so will not lose, on 
account of the interruption in their period 
of service, any of the benefits for which such 
service may otherwise have qualified them. 


In the difficulties created by adjustments 
to production the heavy calls upon the staff 
have been responded to with their customary 
loyalty. As regards conditions of service, we 
endeavour to keep abreast of modern ideas 
and to effect improvements. These help not 
only to maintain a high efficiency, but enable 
the staff to equip themselves for opportunities 
for promotion within the organisation. It is 
most encouraging to observe that, in making 
awards of scholarships for higher education 
under our scheme, there is no dearth of 


suitably qualified candidates for university. 


entrance from the families of our own ‘staff 
and workers. 


As regards wage rates, it cannot be denied, 
and yet seems insufficiently appreciated, that 
the situation regarding the balance of pay- 
ments is critical, and unemployment in Great 
Britain generally, but more particularly in the 
textile trade, would be made much more 
serious should we price ourselves out of 
world, and especially dollar, markets. 


The co-operation and understanding shown 
by the workers and their representatives was 
of very material help to us when it unfortu- 
natels became necessary to stand off some 
workers, to put others on short time or to 
transfer others out of their usual departments 
to other work, and I take this opportunity 
of thanking all for their loyalty and hard work 
during the past year. The board are keenly 
aware what the efforts of the employees have 
meant in all the company’s different activities 
throughout this difficult period. 


The chairman said: 


Ladies and gentlemen—I regret that Dr 
Camille Dreyfus, who is in America, and 
Mr Hill-Wood, who is returning from a visit 
to America, are unable to be present. I 
propose with your agreement that the report 
and accounts, and my statement circulated 
therewith, be considered as read. 


As promised in my statement accompafiy- 
ing the report and accounts, I now give you 
some further up-to-date information regarding 
the state of business. 


During the first quarter of the current 
financial period the position has improved and 
we made a small profit in spite of the fact 
that July and August were difficult months 
owing to holidays and the influx of new 
labour. Production is steadily increasing 
following improved demand, and costs are 
being progressively reduced. The immediate 
trade prospects are that the increasing output 
of yarn will be fully disposed of and that con- 
sequently earnings will steadily increase but 
I am not in a position to forecast at this time 
the final results for the current financial 
period to the end of March next. 


For the benefit of our workers at our 
various factories, who are equally interested 
with our shareholders in the business outlook 
of the company and who showed such co- 
operation and understanding when unfortun- 
ately it became necessary to stand off so many 
of them, I would like to say that the board 
see no reason why full time working for our 
present labour force should not conunue. In. 
fact, a return to full output in all our fae- 
tories would mean the engagement of 
additional labour. 


The report and accounts were approved. 
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BENNIS COMBUSTION, 
LIMITED 


A SUCCESSFUL YEAR 


The seventeenth annual general meeting of 
this company was held on November 7th in 
Manchester, Mr Thomas Hough (chairman 
and managing director) presiding. 

The following is an extract from his circu- 
lated statement for the year ended April 30, 
1952: 


Despite the great difficulty in securing all 
the materials and labour we would wish, 
we have come through the year successfully. 
The order books are still very satisfactory and 
the outstanding orders should keep our work- 
shops busy for some considerable time ahead, 


In addition to the British Electricity 
Authority’s. contract for the Huddersfield 
generating station, we have been allocated a 
further generating station contract for the 
Midlands, for completion in 1956. We are 
still engaged on work for the gas industry 
and the National Coal Board as well as for 
industry generally. 


Again, an appreciable amount of time and 
labour has been expended in furthering the 
development of our new machines, which are 
now well launched on the market. Sales of 
both our “ Aries” Coking Stoker and the 
travelling Chain Grate for internally fired 
boilers are satisfactorily increasing, and the 
demand for “ Bennis” products. 

The provision for taxation amounts to 
£32,500, and, after deducting this we are 
left with a net profit of £30,545, which com- 
pares with {£24,772 for the previous year. A 
final dividend of 5 per cent, making 10 per 
cent for the year is recommended. 


The report was adopted. 


HAROLD WESLEY 
LIMITED 


(Manufacturers of Paper Products) 


The sixth annual ordinary general meeting 
was held on November 6th in London, Mr 
Percy Day-Winter (chairman and managing 
director) presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts 
for the year ended June 30, 1952 


During the first months of 1952, the prices 
of paper and paper board were reduced very 
sharply. The price reductions resulted in 
depreciation of stocks of raw materials 
amounting to £38,194, which your directors 
decided should be written off against the 
profit for the year under review. ‘This special 
writedown is shown in the accounts as a 
separate item and the stock depreciation 
reserve of £20,000 created last year has been 
retained intact, in view of the probability of 
further reduction in price levels, 

The high price of paper and delayed 
deliveries led traders generally to expect a 
shortage of supplies. In consequence it is 
reasonable to say that all sections of the 
paper trade placed orders and received 
deliveries far in excess of their immediate 
requirements, so that with the first break 
in the price of raw materials, buyers 
restricted: ordering, using their stocks to 
bring them to within reasonable limits. 
This factor caused a recession in trade and 
a reduction in sales for the last six months 
of the year. However, I am pleased to report 
chat at the date of dictating this statement, 
your company has, for some weeks, been in 
full production. Your company’s subsidiary, 
Wesley and Clark. Engineering Company 
Limited, is working fully and has had a very 
' satisfactory year. 


The report was adopted and a final divi- 
dend of 13 per cent, making 22 pér cent for 
the year, was approved. 


The following is an abridgment of the 
statement, dated October 7th; by the chair- 
man, Mr R. L, Prain, OBE, circulated to 
members. 


RESULTS FOR THE YEAR 


The year to June 30, 1952, was a record 
one ‘from the point of view of both the 
tonnage of ore hoisted (4,368,000) and of 
blister copper produced (81,027). The rate 
of hoisting towards the end of the year was 
running at about 5 million tons per annum, 
which makes Roan at present the largest 
underground copper mining operation in the 
British Empire. 

The average selling price received for our 
copper increased from £176 3s. 7d. in the last 
financial year to £205 18s. ld. per long ton 
blister copper f.o.b. Beira in the year under 
review. The gross profit before taxes and 
reserves amounted to £9,531,681. Of this, 
£1 million was transferred to the replacements 
and obsolescence reserve and £450,000 to 
general reserve. Taxes absorbed £5,888,767, 
equivalent to about 62 per cent of the gross 
profit. The board recommends a final divi- 
dend of Is. 74d., making the total dividend 
for the year 2s. 3d. per unit of stock or 
share. 


After referring to the company’s participa- 
tion in the prospecting of new areas in 
Northern Rhodesia, the problem of fuel 
supplies and the negotiations which had taken 
place for the supply of power to the Copper 
belt from a hydro-electric station to be con- 
structed in the Belgian Congo by the Union 
Miniére du Haut-Katanga, Mr Prain 
continued : 


LABOUR 


Following a claim by the Salaried Staff 
Association for a 15 per cent general 
increase and the adjustment of certain 
anomalies, increases in -the salary schedules 


have been made without, however, any 
overall flat increase. Two other wage 
claims, those of the Northern Rhodesia 


Mine Workers’ Union and of the Northern 
Rhodesia African Mine Workers’ Trade 
Union, are at the time of writing under dis- 
cussion or negotiation, so it would not be 
proper for me to comment on them. In any 
case, we hope they will have been settled by 
the time you read this. I must content 
myself with the general observation that the 
total remunerstion accruing to our employees 
under the various headings is high by any 
comparable standards. All employees share 
in the prosperity of the industry through 
cash bonus schemes which: are related to 
profits, and all enjoy cost-of-living allowances 
which vary according to an official price 
index. 


Employee relations, in any industry, must 
be one of management’s first concerns. We 
have tried to make them so in our industry 
and not, I think, entirely without success. 
We are now finding what other industries 
have found, namely, that these relations can 
become more difficult in times of prosperity. 
The apparently large gross profits of the 
copper mining companies are bound to 
attract the attention of employees. I must 
emphasise what so many other chairmen 
today are emphasising, that the word 
“profit” is often misleading. For an 
and efi to maintain its productive power 
and efficiency year after year requires the 
provision of very sums which ‘have to 
be ploughed back into the business. These 


cannot be charged to working costs and have 
to come out of the apparent profits, whereas, ; 
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ROAN ANTELOPE COPPER 
MINES LIMITED 


1952 
in fact, they are nothing but an additions! 
operating cost, which under a more enligh;. 
ened accounting system would we = 
increase in cost and a corresp ndinoly 
smaller so-called profit. It is «most , 
certainty to say that circumstances leading 
to higher copper prices will also lead tp 
higher costs of equipment, mate und 
supplies which we have to pu eto 
keep the business going year vear 
by mé@ans of replacements and ne capital 
ventures. 

Mr Prain referred to the copper pi ice and 
to certain tax legislation introduced during 


the year in Northern Rhodesia 


: : id the 
United Kingdom. He continued: 


DOMICILE 


In my last two statements I have dealt at 
some length with the question of domicile. In 
the statement I made last 


anuary I stated 
that events were now moving towards a shift 
in the centre of political gravity for Northern 
Rhodesian affairs from the United Kinedom 
to Rhodesia. As a result of the discussions 
on the subject of the federation of the two 


Rhodesias and Nyasaland, and of the political 
developments both to the south and to the 
north of Rhodesia, the tempo in this matter 
has increased rapidly. Your board, which has 
been watching the position -closely in recent 
years, decided in May that the time had 
arrived to carry out the transfer of re idence 
which had been under.consideration for so 
long. Under the existing United Kingdom 
laws it is, as you know, now necessary to 
obtain permission for such a transfer and on 


May 23rd application was made to HM 
Treasury for permission to transfer resi- 
dence to Northern § Rhodesia. This 


decision was thus the logical outcome 
of the board’s previous views on the 
matter, and will have come as no surprise 
to members. 


There is much I could ‘say on this subject, 
but since the matter is now sub judice it 


would be improper for me to do so. We 

expect to receive a decision in the near 

future and that will be the proper time to 
make any comments. 

FEDERATION 

We are naturally closely concerned with 

the question of the possible federation of the 

esias and Nyasaland. The talks on this 


matter have now gone’so far that it would be 
dangerous if firialicy should not be reached. 
A successful completion of federation would 
re-create conditions where investors cou! be 
confident about further investments 10 

odesias. Without such investment it |> not 
only difficult to see how some existing enter- 
prises can be carried on but also a great 
opportunity will have been missed of opening 


the 


up these entially rich territories for the 
benefit -of the mwealth and iree 
nations as a whole. 

While the companies have not ikea 


enuy ¢ direct part in this, question of federa'on, 


it is int to reflect that their enter) "se 
in developing the mines of Northern Rhos 
has perhaps been the outstanding fa tor 


making this development possible. Without 

ae one revenues of today, Northern 
Rhoderte would have little to contribute 
towards a joint federal enterprise with its 
southern . The companies «aa 
= a pride in their contribution to this great 
the outcome of which 


they the greatest interest 
: sympeny, od 
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MUFULIRA COPPER MINES LIMITED 


The following is an abridgment of the 
statement, dated October 7th, by the chair- 
n Mr R. L, Praift, OBE, circulated to 


memocrs. 


FINANCIAL RESULTS 


Despite the lower output and the higher 
cost per ton, the increased price received for 
our product resulted in a record year finan- 
cially. The average selling price received for 
our copper increased from £174 18s, Id. in 
the last financial year to £205 18s. 6d. per 


long ton blister copper f.o.b. Beira in the 
vear to 30th June, 1952. The gross profit 
befc taxes and reserves amounted to 
(9,269,743. Of this, £1 million was trans- 
to the replacements reserve and 
1,250,000 to general reserve. “Taxes absorb 
5,651,927, equivalent to about 61 per cent of 
the gross profit. The board recommends a 
final dividend of 5s. 3d., making the total 
dividend for the year the same as last year, 
namely 8s. 3d. per share. 


Mr Prain referred to the company’s partici- 
pation in the prospecting of new areas in 
Northern Rhodesia, “the problem of fuel 
supplies and the negotiations which had taken 
place for the supply of power to the Copper- 
belt from a hydro-electric station to be con- 
structed in the Belgian Congo by the Union 
Miniére du Haut-Katanga. 


CHIBULUMA 


Construction and development has begun 
at the property and is satisfactory. So far all 
expenditures have been found out of the 
capital already subscribed and no calls have 
vet been made for United States Government 
funds under the agreement with the Economic 
Co-operation Administration. 


Ir is probable, in view of the big general 
increase in costs and prices in the last 
eighteen months, that the total cost of 
Chibuluma may exceed the original estimate. 
his matter is now under review, but it will 
de difficult to make a final estimate until more 
is known about the mill to be constructed 
at Chibuluma, which will depend to a 
large extent upon the metallurgical treat- 
ment that is finally decided upon for 
the Chibuluma ore. Tests are now being 
made on this ore. 


After a reference to claims for increased 
wages submitted by the three employee 
organisations on the Copperbelt, and to the 


general question of employee relations, Mr 
Prain stated: 


COPPER PRICE 


‘The company has continued to sell its 
available output of blister ‘copper to the 
Ministry of Materials throughout the year. 
For the first eleven months of the year the 
Spuecal ee on the fas. New York 

‘port price for electrolytic copper, as re- 
ported in the Engineering ed ” Mining 
journal, which has been considered as repre- 
senting the world price. This remained stable 
at 27} cents per pound throughout that 
period. At the end of May, however, the 
reccmens which previously existed between 
a and the United States for the sale of 
Chilean copper in the American market was 
terminated and, as a result, the New York 
price immediately increased. For the month 
of June the average quotation was approxi- 
mately 344 cents per pound, but it was not 
considered that the price of Chilean copper 
resulting from the breakdown of the agree- 
ment was fully representative of world 
market conditions. A period of instability 
was thus introduced, and at the request of the 


Ministry of Materials negotiations took place 
between the Ministry and the Empire pro- 
ducers. These negotiations resulted in an 
agreement to try to stabilise the position 
until further notice, and today the price basis 
stands at 33} cents per pound electrolytic. 
This is equivalent to £268 per long ton 
electrolytic copper, c.i.f., while we receive, of 
course, a somewhat lower price, due to the 
blister and shipping differentials. 


TAXATION 


I referred last year to the new legislation 
which the Northern Rhodesian Government 
then proposed to introduce to enable new 
mines to amortise their capital expenditure 
rapidly. This legislation has now been 
enacted though, under present United 
Kingdom law, companies resident in this 
country do not benefit from it. Any tax 
relief given to them by the Northern 
Rhodesian Government would merely reduce 
the double taxation relief available to them 
in this country,, and ‘they would still 
be subject to the ‘higher United Kingdom 
tax rates. 


In the United Kingdom the past year has 
seen the introduction of a new and dangerous 
tax, the Excess Profits Levy. Not only does 
this add to an already excessive tax burden 
suffered by industry as a whole, but it is par- 
ticularly inimical to enterprise and new 
development. 


While the Finance Bill was before Parlia- 
ment it was amended so as to moderate some 
features of the new tax as originally drafted. 
These amendments have materially lessened 
the impact of the tax on overseas mining 
companies, but, as you will see from the 
report and accounts, it remains a severe 
impost even on an established company. Its 
worst feature, however, is its effect on an ex- 
panding production and, at a time when base 
metals form so vital a part of the national 
economy and defence programme, it is clearly 
wrong to impose a tax which inhibits the 
development of new overseas-‘mines. So long 
as the present level and structure of tax in 
this country prevails, it is exceedingly un- 
likely that money for Colonial mining enter- 
prises will be invested through United King- 
dom companies. 


DOMICILE 


In the statement I made last January I 
stated that events were now moving towards 
a shift in the centre of political gravity for 
Northern Rhodesian affairs from the United 
Kingdom to Rhodesia. As a result of the 
discussions on the subject of the Federation of 
the two Rhodesias and Nyasaland, and of the 
political developments both to the south and 
to the north of Rhodesia, the tempo in this 
matter has increased rapidly. Your board, 
which has been watching the position closely 
in recent years, decided in May that the time 
had arrived to carry out the transfer of resi- 
dence which had been under consideration for 
so long. Under the éxisting United Kingdom 
laws it is, as you know, now necessary to 
obtain permission for such a transfer and, 
accordingly, on May 23rd application was 
made to HM Treasury for permission to 
transfer residence to Northern Rhodesia. 
This decision was ‘thus the logical outcome 
of the board’s previous views on the matter 
and will have come as no surprise to 
members. 


There is much I could say on this subject, 
but since the matter is now sub judice it 
would be improper for me to do so. 


Mr Prain also referred to the question of 
the possible federation of the Rhodesias and 
Nyasaland. 
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FAIREY AVIATION 


FACTORIES BUSILY ENGAGED 


The twenty-fourth annual general meeting 
of the Fairey Aviation Company, Limited, 
was held on November 13th in London. 


Sir Richard Fairey, MBE, Hon. FRAecS 
(chairman and managing director), said that 
the available net profit of the group was 
£382,994 compared with £404,493 last year. 
While the consolidated trading profits were 
higher this year, that increase was more than 
offset by the considerably higher provision 
required for taxation. After the deduction 
of profits retained by subsidiary companies, 
the net profit was £258,633. The board 
recommended a dividend of 2s. 6d. per share, 
less income tax, the same as for last year. 


Their factories were busily engaged in the 
production of their new naval anti- 
submarine type, the “ Gannet,” which was 
on the Government super-priority list, and 
of the well-established “ Firefly,” deliveries 
of which would taper off in due course as 
the “Gannet” took over. 


Their aircraft subsidiaries in Canada, 
Australia and Belgium had all had a good 
year and were between them miaking a sub- 
stantial contribution to the consolidated profit 
and loss account. Their non-aircraft sub- 
sidiaries had during the year improved their 
position and contributed to the company’s 
profit. Their guided weapon activities had 
ever-increasing importance. 

Their various plants at home and overseas 
were working at high pressure and they had 
good orders in hand. They had not yet 
reached peak output and, in common with 
the rest of the aircraft industry, they could 
absorb more labour as it became available. 


The report was adopted. 


ABERFOYLE 
PLANTATIONS LIMITED 


The eighteenth annual general meeting of 
Aberfoyle Plantations Limited was held on 
November 7th in Landon, Mr P. J. Burgess 
(the chairman) presiding. 


The following are extracts from his circu- 
lated statement: 


Throughout the operating period covered 
by the accounts rubber prices were falling. 


We have to meet intense opposition by 
labour to reduction of rates, to compensate 
for the reduced value of the rubber for which 
the inflated wages are paid. We are in conse- 
quence facing now a period of depression, 
and profits are diminishing. 

We show a substantial profit for the twelve 
months ended March 31st. We paid an 
interim dividend in December, 1951, and we 
recommend now a final dividend of 20 per 
cent. 


The sum paid as export duty, £69,549, 
represents 13 per cent on the proceeds from 
our rubber. ‘Yaxation on profits absorbs a 
further £73,852. 


After the sale of the Durian property your 
company now has 7,737 acres planted prior 
to 1931, and it ought to be replanted. The 
capital to do so will, I believe, have to come 
from our own savings. This is why I look 
with such apprehension upon the predatory 
policy of excessive taxation which starves the 
goose that has laid the golden eggs, and if 
continued will kill her entirely. 


I regard the current price figure for planta- 
tion rubber as unrealistic. The natural 
increase in total consumption will, I am con- 
fident, take care of price as ensuring produc- 
tion at a fair profit in the furuve. 


The report was adopted. 
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The 
Barclays Group of Banks 


esattt 












BARCLAYS BANK LIMITED 
BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 
BARCLAYS BANK (CANADA) 
BARCLAYS BANK (FRANCE) LIMITED 
THE BRITISH LINEN BANK 


| 
i 
Other Associated Companies : 
Barclays Trust Company of Canada 
Barclays Overseas Development Corporation 
Limited 


Barclays Bank Executor & Trustee Company 
(Channel Islands) Limited 


This organisation, with correspondents 
throughout the world, is able to offer to 
those concerned with trade or travel 
abroad all the services a modern Bank 
can perform for its customers. 
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| EXPORTS 
& IMPORTS 


As in the days of Adam Smith 
and of Napoleon, we have to be a 
nation of shopkeepers. But now 
we must be better shopkeepers 
than ever. National Provincial 
Bank can, does, and will help our 
national. and international shop- 


keeping in every way possible. 


Enterprising merchants often find their business is in- 
creased and their own time saved when they take advantage 
of N.P.B. services. Market reports on business possibilities 
abroad are available as well as information on the credit and 


standing of potential customers. 


NATIONAL PROVINCIAL 
BANK LIMITED 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 
Principal Overseas Branch : 1, PRINCES STREET, LONDON, E.C.? 
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A COMPREHENSIVE 
BANKING SERVICE 


In their capacity as private bankers, Glyn, Mills 
& Co. have always atranged that the service 
placed at the disposal of their customers shoul! 
be truly comprehensive, covering all financia 
problems from those of the large public corpora- 
tion to those of private individuals. They are 
equally well equipped to accept duties as 
Company Registrar, or to act as executor or 


trustee for large or small estates. 


GLYN, MILLS & CO. 


BANKERS 


HEAD OFFICE: 67 LOMBARD STREET, LONDON, E.C.; 


Aswriated Barks - 
Royal Bank of Scottand. - Williams Deacon’s Bank, Limited 





Every now and then some question of business 0: 
finance arises which, you feel, really isn’t your job 
But it may very well be ours. For the convenien 

of our customers, we keep upon our staff a number 0! 
people who are very knowledgeable in all kinds of mat- 
ters which are not, strictly speaking, ‘banking’. ‘Thes: 
specialists will obtain currency for foreign travel (and 
passports too, if required), They will act as a custo 
mer’s Executor, help with his Income Tax problems 
and so on. Indeed, on all those occasions when the 
services of a financial expert would be more than « 
little helpful, it is sound commonsense to step into 
the nearest branch of the Westminster Bank. 


WESTMINSTER BANK 
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INTERNATIONAL 
BANKING 





LESSONS OF AMERICAN MONETARY POLICY 
oF MONETARY ORTHODOXY IN EUROPE 
NEW STRUCTURE OF GERMAN BANKING | 


CREDIT CONTROL IN FRANCE 





BASS & HERZ 


FOREIGN TRADE 
BANKERS 


Established 1862 


Frankfurt a. M. 


Neue Mainzerstrasse 26 


Telephone : Teleprinter: 


93933/91665 041508 





Cables: Basserz Frankfurtmain 





















In 1770, 


coast.of Australia, naming it “New South Wales”. 


Captain Cook took possession of the eastern 





“New South Wales” was still the name of all the 


settled part of Australasia when Australia’s first public 
Bank of New South Wales 
established in 1817. 











company — the — was 


This explains why the Bank which provides banking 
service at over 850 points in Australia, New Zealand, 


Fiji, Papua and New Guinea is still called — 


BANK OF 
/ NEW SOUTH WALES 


First and largest commercial bank in the South-West Pacific 
MAIN LONDON OFFICE: 29 Threadneedle Street, E.C.2 
D. J. M. Frazer, Manager 
HEAD OFFICE — SYDNEY, AUSTRALIA 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY} 
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THE BANK THAT CONDUCTS THE 
LARGEST BANKING BUSINESS 
IN NEW ZEALAND 


Since its establishment nearly 100 years ago. : 


Bank ot New Zealand has kept pace with ihe 


country’s development. Intormation supplied 


over 300 Branches and Agencies provides cur: 


data on all aspects ot commerce and indusrr; 


which 1s freely available to all with present 
protected interests in the Dominion. 


You are invited to contact the London Office 
or the Head Office. 


BANK OF 
NEW ZEALAND 


(incorporated with limited ability n New Zealand) 


London Office : 
1 Queen. Victoria Street, 
E.C.4. 


Head Office : 
Wellington, 
New Zealand 


Branches also in 


Melbourne and Sydney (Australia) ; 
and Labasa (Fiji): Apia (Samoa). 





THE 


BANK OF INDIA LTD. 


(incorporated in India) 
Established 7th September, 1906 


CAPITAL SUBSCRIBED RS. 5,00,00,00 
CAPITAL PAID UP . »» 2,90,00,00% 
RESERVE FUND ss 9701,99, 144 


Head Office 


MAHATMA GANDHI ROAD, BOMBAY 


Directors 
SIR COWASJEE JEHANGIR, Baronet, G.B.E., 
K.C.LE., Chairman 
MR. AMBALAL SARABHAI 
SIR JOSEPH KAY, K.B.E. 
MR. DINSHA K. DAJI 
MR. RAMNIWAS RAMNARAIN 
SIR KIKABHAI PREMCHAND 
MR. BHAGVANDAS CHUNILAL MEHTA 
MR. KRISHNARAJ M. D. THACKERSEY 
MR. A. D. SHROFF 


Branches outside India: 


Karachi (Pakistan) Singapore (Singapore Colony) 


Osaka and Tokyo (Japan) 
London Office 
17, MOORGATE, LONDON, 


Telephone: MET. 0991 
Telegraphic Address: 


A. C. CLARKE, General Manager 





Suva, Lautoka 


i ed 


Sharafi, Stock, London 
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—— DRUTSCHE BANK 





embodying the following 


DISCONTO BANK 
NORDDEUTSCHE BANK IN HAMBURG 
NORDWESTBANK 


: the GENERAL MEETING held on 25th September, 1952, a resolution was passed in accordance with recent banking 
islation. Under this resolution, the ten banking institutions which were established in 1947 and 1948 under new titles in 


RHEINISCH-WESTFALISCHE BANK 


BAYERISCHE CREDITBANK 
HESSISCHE BANK 
OBERRHEINISCHE BANK 
RHEINISCHE KREDITBANK 
SUDWESTBANK 

! 


WORTTEMBERGISCHE VEREINSBANK 


compliance with the directions of the Allied Powers have now been merged into the following three banks: 


(JORVOZUTSCHE BANK : RUGINISCH-WESTFAUISCHE BATE 


AKTIENGESELLSCHAFT 


AKTIENGESELLSCHAFT 


Operating with a network of 
48 Branches and Sub- Branches in 
BREMEN 
HANSESTADT HAMBURG 
NIEDERSACHSEN 
SCHLESWIG-HOLSTEIN 
Capital and Reserves: 
DM 28.100.000 


Pe ee ee 


NETHERLANDS BANK 


of SOUTH AFRICA 


LIMITED 


(Incorporated with limited liability in the 
Union of South Africa) 


(Registered as a Commercial Bank in the Union of South Africa) 


HEAD OFFICE: 
CHURCH SQUARE, PRETORIA 





London Office: 


37, LOMBARD STREET, E.C.3 


BRANCHES AND AGENTS THROUGHOUT 
THE UNION OF SOUTH AFRICA AND IN 
SOUTHERN RHODESIA 


Associated with 


NEDERLANDSCHE BANK VOOR ZUID-AFRIKA N.V. 


Head Office: AmsrerDam Herengracht 546 
Branches in THe HAGUE and HAMBURG 


SOCIETE HOLLANDAISE DE BANQUE $.A., BRUSSELS 








Operating with a network of 
101 Branches and Sub-Branches in 


NORDRHEIN-WESTFALEN 


Capital and Reserves: 
DM $6.200.000 


SUD DEUTSCHEBAWK 


AKTIENGESELLSCHAFT 

pt REI 

Nittany pant! 
Operating with a network of 


BaBEN-WURTTEMBERG 
BAYERN- HESSEN 
RHEINLAND-PFALZ 


Capital and Reserves: 
DM 56.200.000 





Che 
NATIONAL BANK 
SYNEW ZEALAND 


imite 


has a complete information service 


concerning current business conditions 

and trading possibilities in New Zea- 

land. This service is freely available 

to manufacturers or merchants con- 

templating business development in 
the Dominion. 


Please write to : 
Head Office: 8, Moorgate, London, E.C.2. 
Manager: G. L. Davies, 
or 
Chief Office in New Zealand: Wellington. 
General Manager: H. W. Whyte. 
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101 Branches and Sub-Branches in 
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In pursuance of the Law passed on 29th March,1952 
»Niederlassungsbereich yon Kreditinstituten“ 
(Big Banks Law), 
the 


COMMERZBANK 


AKTIENGESELLSCHAFT 
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% has established the following three successor 
» institutions with effect from Ist January, 1952; 


BANKVEREIN 


WESTDEUTSCHLAND 


AKTIENGESELLSCHAFT 
Head Office Diisseldorf 
and 59 Branches in North Rhine/Westphalia. 
Affiliation: von der Heydt-Kersten & Sdhne, W.-Elberfeld 


COMMERZ- UND CREDIT-BANK 


AKTIENGESELLSCHAFT 
Head Office Frankfurt/M. 

and 25 Branches 

by merger of: 


Bankverein fiir Wiirttemberg-Baden (Land Baden-Wurtt.) 


Bayerische Disconto-Bank (Land Bavaria) 
Mi te'deutsche Creditbank {Land Hesse) 
Mittelrheinische Bank (Land Rhineland-Palatinate) 


COMMERZ- UND DISCONTO-BANK 


AKTIENGESELLSCHAFT 
Head Office Hamburg 
and 33 Branches 
by merger of: 

Bremer Handels-Bank (Land Bremen) 
Hansa-Bank (Land Hamburg) 
Holsten-Bank (Land Sleswig-Holstein) 
Merkur-Bank (Land Lower-Saxony) 
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Established 1949 by the successor institutions 


¥ of the Commerzbank, 

~ 

% BANKGESELLSCHAFT BERLIN 
% AKTIENGESELLSCHAFT 

% Head Office Berlin W 85 

% and 10 agencies in the Western Sector of Berlin 

> 

¥ 

; 
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THE BRITISH LINEN BANK 


INCORPORATED BY ROYAL CHARTER 17:5, 
.LONDON -OFFICES: 


_ City Office: 
38, THREADNEEDLE STREET, E.(.2. 


West End Branch: 
198, PICCADILLY, W.1. 










OVERSEAS BUSINESS 


Special Departments at the Bank’: 
London City Office, at the Principal! 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business. Enquiries are invited. 




















Principal GLASGOW Office: 
110, QUEEN STREET, C.1. 


BRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: 
38, ST. ANDREW SQUARE, EDINBURGH, 2. 








AFFILIATED TO BARCLAYS BANK LIMITED 








CREDIT | 
LYONNAIS || 


Limited Liability Company Incorporated tn France . 
OFFICE. 40, LOMBARD ST., E.C.3 
WEST END BRANCH 
25/27, CHARLES II STREET, HAYMARKET, S.W.1 
Private Safes for rental at this Office 


TRAVELLERS’ CHEQUES ASSUED IN FREN(H 
FRANCS PAYABLE AT ALL BRANCHES OF THE 
BANK IN FRANCE AND THE FRENCH FRANC AREA. 


ALL BANKING TRANSACTIONS. 


BRANCHES IN EGYPT, NORTH AFRICA 
AND ON THE WEST AFRICAN COAST. 


SUBSIDIARIES IN 
BRAZIL, LEBANON, PERU AND PORTUGAL. 
Central Office » PARIS Head Office : LYONS 
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Finance and 
Eastern Trade 





MARTINS BANK 
LIMITED 


i 2 AS 



















“Mercantile” service extends not only 


throughout India but also to every important 





trading centre in the East. a 

Capital Paid Up and Reserve : £9,020,917 ; a 
Deposits, ete. : £314,513,058 For sixty yeurs the “ Mercantile” has closely ee 
cM ; 

: 


Focal Assets (at 30th June, 1952) : £339,517,017 studied financial conditions in all Eastern 





Chairman : markets Its accumulated knowledge 


A. HAROLD BIBBY, D.S.O., D.L. 
Deputy Chairmen: 

ROBERT VERE BUXTON, D.S.O. 
T..H. NAYLOR 

Chief General Manager: C. J. VERITY 


is at the disposal of British business houses 


interested in developing Eastern trade. 





THE MERCANTILE BANK 
OF INDIA LIMITED 


London Distriet Office : 68 LOMBARD STREET, E.C.3 
nchester District Office : 43 SPRING GARDENS, 2 

N.-E. District Office : 
22 GREY ST., NEWCASTLE UPON TYNE, 1 













enemas tt A CLO LL NO 


liead Otfice: 15, Gracechurch Street, London, E.C.3. 

Leeds District Office : 28-30 PARK ROW, LEEDS, 1 - ae ee 3 ‘ 
land District Office : 3 : a 

98 COLMORE ROW, BIRMINGHAM, 3 INDIA—PAKISTAN—BURMA—CEYLON—MALAYA— 3 
SINGAPORE—HONG KONG—CHINA—MAURITIUS— ag 

| Head Office: WATER STREET, LIVERPOOL 2 ' an 
THAILAND—JAPAN, = 











CREDITO- 
ITALIANO 


Head Office in Milan 
259 Branches in Italy 





Representatives in London, New York, 


TH 


Zurich, Paris, Frankfurt a/M, Buenos Aires, 


Sao Paulo, Bombay. 





... the business interests of this country and the vast Australian 
conunent. Whether you are travelling or selling to Australia you will 
find facilities available that extend beyond the usual financial ones.. 
4 You are invited to use our travel, information, commercial intro- 

uction and intelligence services— services which business men in 
Particular appreciate. 


The NATIONAL BANK OF AUSTRALASIA Limited 


(Incorporated in Victoria) 
ji. London Office: 7 Lothbury, E.C.2 
her London Offices: Australia House, Strand, W.C.2 and 8 Princes Street, E.C.2 
Over 630 Offices in Australia Assets £288 Million 
Lc eee SSS RGSS SN 


London Representative O. Petit 
48/50 Moorgate, E.C.2 
Telephone : MET 9502 



































ELISABETHENSTRASSE 51/53 . . 





Kt Px 
eve Eon 
Established 1864 


Capital authorised : 10,000,000 francs. 

Statutory and other Reserves 
|, Premium Reserve and Reserve for unsettled claims 
‘ 


Gross Premium Income for 1951 
Net Premium Income for 1951 


J | 
with correspondents throughout the 
world and a well-equipped organi- 

zation for the handling of documents, 

the Rottetdamsche Bank offers a 

complete financial service to im- 

porters and exporters at home and 

abroad . 


* 


ROTTERDAMSCHE BANK 


ROTTERDAM - AMSTERDAM 





THE BALOISE 
MARINE INSURANCE COMPANY 
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. BASLE/SWITZERLAND 


Issued : 


oe 


INSURANCE IN MARINE, FIRE AND ALLIED LINES 


C. G. Trinkaus 


Dusseldorf, Konigsallee 17 


Founded 1785 


Private Bank 
Foreign Trade Bank 





t LS, 1952 





LTD. 


Swiss francs 
5,000,000 
7,898,784 
35,399,528 


40,785,934 
27,032,994 
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Norddeutsche Kreditbank F SOCIETE GENERALE 


Aktiengesellschaft | 
) 
| 
} 


pour favoriser le développement du 


B R E M E N | Commerce et de I'Industrie en France 


Obernstrasse 2-12 | ESTABLISHED 1864 


(Incorporated in Fronce with limited liability) 


Head Office : 
29 Boulevard Haussmann, PARIS (9e) 


FOREIGN TRADE BANK | siclibhee tek. 


i 
105 Old Broad Street, E.C.2 


NEW YORK AGENCY : 
60 Wali Street 


BUENOS AIRES OFFICE: 


Call i 
CABLES: NORDKREDIT alle Reconquista 330 


PHONE: 21711 and 21811 OVER 1,300 BRANCHES IN FRANCE 
TELEPRINTER: 02/4811 and 02/4689 AND IN FRENCH AFRICA 


(Aigeria, Tunisia, Morocco, French West Africa, 
French Equatorial Africa) 


Subsidiaries in Beigium, Spain and Cuba. 


CORRESPONDENTS THROUGHOUT Associated Bank in Switzerland, Germany and Saar. 
THE WORLD CORRESPONDENTS IN ALL PARTS OF THE WORLD 











BRITISH AND FRENCH BANK 


(FOR COMMERCE AND INDUSTRY) 
LIMITED 


eee * 
ie: : = 
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Capital : £1,000,000 Subscribed and Paid: £750,000 













IMRIE HOUSE, 33-36 KING WILLIAM STREET, 
LONDON, E.C.4 


Telephone : Mansion House 5673 Branch at Lagos, Nigeria 
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in the Seaports of the East... 


from the Arabian Sea to the Pacific Ocean the branches 
of the Chartered Bank perform a wide range of 
banking services connected with overseas trade and 
local industry. Merchants and manufacturers in the 
United Kingdom who trade into the East are 

invited to consult the Bank’s managers in London, 
Manchester and Liverpool. 





A Member of the B.N.C.I. Group 
Banque Natienale pour le Commerce et L’Industrie 
Banque Nationale pour le Commerce et L’Industrie (Afrique) 
Credit Foncier de Madagascar et de la Reunion 
_ Credit d’ Orient, Cairo 
Banco del Atlantico, Mexico D.F. 
Banque pom le Commerce International S.A. Basle 
Panama Trust Co. Inc., Panama 





THE CHARTERED BANK OF INDIA, 
AUSTRALIA & CHINA 


(Incorporated by Royal Charter, 1853) 
Head Office: 38 Bishopsgate, London, E.C.2. 
West End (London) Branch: 28 Charles II Street, London, S.W.1. 
Manchester Branch: 52 Mosley Street, Manchester, 2. 
Liverpool Branch: 27 Derby House, Liverpool, 2. 
New York Agency : 65 Broadway, New York, 6. 


Branches of the Bank are established at most centres of commercial importance 
throughout Southern and South-Eastern Asia and the Far East. 


The Bank, through its associated Banks, offers Banking 

facilities throughout Metropolitan France, Algeria, Tunisia, 

Morocco, Tangier, Syria, The Lebanon, French West and 

Equatorial Africa, Madagascar and Reunion, French West 

Indies, French Indo-China, Belgian Congo, Egypt, Mexico, 
Panama, Switzerland and Uruguay. 





GUINNESS, MAHON & CO. 


MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL, 
LONDON, E.C.3. 


GUINNESS & MAHON 
17, COLLEGE GREEN, 
DUBLIN 


GUINNESS MAHON 
REPRESENTATION CO. INCORPORATED 


115, BROADWAY, NEW YORK 6, N.Y., U.S.A. 


For an International Banking 


and Financial Service 


—— 
a 3 
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aE 


a AG i MLILEé:? 
BANKERS 
WEST END OFFICE: 


123 Poll Mall, S.W.A. 
Telephone : WHitehall 7721 







HEAD OFFICE : 
Founders Court, Lothbury, E.C.2 
Telephone : MONarch 9833 


(18 lines). FOUNDED 
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18, 1089 


Philip Hill, Higginson 


& CO LTD 





BANKERS 


34 MOORGATE LONDON EC2 


Associated Company 
PHILIP HILLSECURITIES CORPORATION 


LIMITED 


1013 EAGLE STAR. HOUSE * COMMISSIONER STRE! 
JOHANNESBURG 


ALEXANDERS DISCOUNT 
COMPANY LIMITED 


24, LOMBARD STREET, LONDON, E.C.3 


CAPITAL PAID UP-  ~- £1,400,000 
RESERVES- - - = £2,200,000 


DIRECTORS : 

SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D.. 
Chairman. 

GEORGE CLEVERLY ALEXANDER 

ROBERT ALEXANDER 

THE RT. HON. LORD BALFOUR OF BURLEIGH, D.L. 

THE RT. HON, LORD COLGRAIN 

MARK DINELEY 

ALAN RUSSELL 


MANAGER 
ANTONY MACNAGHTEN 
DEPUTY MANAGER : CHARLES C. DAWKINS 
ASSISTANT MANAGERS’: A, |. McLENNAN, M. L. CREGEEN 
SECRETARY: F, W. HATCHER 


BANK AND FIRST-CLASS TRADE BILLS 
DISCOUNTED 


MONEY RECEIVED ON DEPOSIT 
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INTERNATIONAL BANKING 
SURVEY 


This survey, and the accompanying 15-page selection of International Banking Statistics that appears in this 
week's issue of the RECORDS AND STATISTICS Supplement, is complementary to the similar survey and statistical 


analysis of banking in the British Commonwealth, published on Fune 7th last. 


These half-yearly features 


together comprise the new form of THE ECONOMIST BANKING SUPPLEMENT, which has been published for 
many years. 





Lessons of American Monetary Policy 


: the last eighteen months the advocates of orthodox 
monetary policy have won a signal victory in the 


United States, and the course of events has fortunately . 


allowed them to win it in a thoroughly diplomatic way. 
Those events—and the two main lessons that spring 
from them—deserve to be closely studied, not only by 
those now responsible for the administration of America’s 
affairs (the Republicans are, in any case, traditionally a 
“harder money ” party than the Democrats), but also by 
monetary theorists in this country. 


In blunt summary, the main lesson from American 
monetary policy between 1946 and 1951 was that selec- 
tive credit controls and obligatory reserve requirements 
simply do not work as effective disinflationary forces— 
so long as a peg is maintained in interest rates. The 
main lesson from American monetary policy in 1951-§2, 
on the other hand, has been that.a comparatively small 
movement in interest rates in an advanced industrial 
economy can work disinflationary wonders—not (at least 
not primarily) because it damps down borrowers’ eager- 
ness to borrow, but because it reduces lenders’ willing- 
ness to lend. In recent months there has been a tendency 
for certain British economists, who originally opined that 
dearer money could not be an effective disinflationary 
force at all, to find refuge in the argument that dearer 
money has only done clumsily what selective controls 
could have done tidily. Any study of American experi- 
ence suggests that this is merely a shift from an argument 
that has been generally exploded in many different 
countries in the past eighteen months, to one that was 
specifically exploded in the United States some years ago. 


In the postwar years four main weapons of credit 
management have been brought into action in the United 
States: obligatory reserve requirements, selective credit 
controls (chiefly on instalment purchases and housing), 
voluntary credit restraint (broadly analogous to the 
Chancellor’s “ requests ” for qualitative credit control in 
Britain), and finally—in the main since March, 1951— 
flexible interest rates. Of these, the weapon of obligatory 
reserve requirements very soon proved to be a broken 
reed. It should have been obvious from the start that 
it would do so—so long as interest rates remained pegged. 
The dominant feature of the American banking scene 
before March, 1951, was that the commercial banks 
could raise all the cash they wanted by selling Govern- 
ment securities to the Federal Reserve at par, and could 
then pyramid their loans upwards by four or five times 
the amount of cash thus raised. All that happened when 


reserve requirements were faised from (to cite the 
example of banks in New York and other central reserve 
cities) 20 per cent of demand deposits in the first two 
postwar years to the peak figure of 26 per cent in 1948 
was that the pyramiding potential was lowered from five 
to just under four times the cash raised by security sales. 
The movements in bank assets at the turn of 1950-51, 
when reserve requirements were raised to their present 
levels,* delineate the pattern clearly. Between the end 
of November, 1950, and the end of February, 1951, 
member banks’ obligatory reserve holdings at the “ Fed ” 
were raised by some $2.2 billion. The commercial 
banks responded by selling precisely $2.2 billion of 
Government securities to the “ Fed” in this period and 
$0.5 billion of securities to other investors ; and they then 
found it possible to expand their loans by $1.9 billion in 
these three months. In other words, credit expansion 
was not diverted by one iota from its inflationary course. 


It would be unfair to say that a story of quite such per- 
sistent failure dogged the selective credit controls— 
Regulation W, which imposed down-payment minima 
and maturity maxima for consumer credit, and Regula- 
tion X which did the same for real estate credit. The 
former control was applied in the early phases of the 
postwar inflation, relaxed in the recession of 1949, 
reintroduced in the autumn of 1950, modified in the 
summer of 1951 and scrapped altogether in the summer 
of 1952, along with the new Regulation X: These 
controls, in short, have been political shuttlecocks ; and 
it is widely believed that one school of thought at the 
“Fed” has reconciled itself to allowing selective 
controls to be wafted about in this way, without 
determined resistance, because it has never regarded them 
as vitally important or effective. This view, of course, is 
not unanimous—and it may be wrong. It is clear that the 
initial impact of consumer credit controls in the autumn 
of 1950 did not have as great an effect on spending as had 
been hoped—until the fall in long-term bond prices in 
1951 reduced the institutions’ willingness to lend ; on the 
other hand, the rise in consumer credit since Regulation 
W was abandoned in May of this year has been as great 
as in any previous six-month period. 
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* Banks in central reserve cities must hold reserves at the 
“Fed” equal to 24 per cent of their demand deposits; the 
equivalent obligation on banks in ordinary reserve cities is 20 per 
cent, and on country banks 14 per cent. The reserve require- 
ment against time deposits’is 6 per cent for all member banks. 
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But this is a field in which statistics can be misleading. 
The basic feature of controls over consumer and real 
estate credit is that they can work only through’ theit 
impact on borrowers ; they do not, by themselves, have 
any effect on the institutions’ willingness to lend. Just 
before the introduction of Regulation W in the autumn 
of 1950, some monetary experts had estimated that the 
regulation would squeeze out of the market between 5 
and 15 per cent of those who would otherwise have 
bought cars (especially secondhand cars) and household 
fittings or appliances ; these estimates were derived from 
surveys of consumers’ finances and liquid asset holdings, 
and were based mainly upon the belief that those without 
accumulated savings would be unable to meet the new 
minima for down-payments. It is obvious, however, 
that calculations of this sort can be sent wildly awry by 
changes in consumers’ expectations about the future 
trend of prices (and thus about the right moment at which 
to buy durable goods); and in any case, if hire purchase 
transactions are cut down, there is no guarantee that the 
spending power that would otherwise have been utilised 
for instalment payments over a number of years will not 
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merely be diverted to increase the pressure of demand for 
other sorts of goods. The best that can be said for Regu- 
lation W is that it may reduce the immediate demand for 
certain types of durable products ; it can therefore most 
usefully be imposed when the resources that are used 
for the manufacture of such products happen to be the 
sort of resources that can most profitably and easily be 
employed elsewhere. But it is very difficult to build up 
any stronger case for selective credit controls than that. 


When the Federal Reserve withdrew Regulation W 
in May, 19§2, it scrapped the Voluntary Credit Restraint 
programme as well ; the “ Fed” thereby showed that— 
if it had to throw two of its children to the wolves in an 
election year—there was not much doubt in its mind 
which two to tip off the sledge. The essence of the 
VCR programme was that local boards advised bankers 
which loan applications should be granted and which 
refused “ in the national interest.” Under VCR, Ameri- 
can banks honourably and sincerely strove to turn away 
all loans that seemed inessential, as British bankers, 
acting in accordance with the Chancellor’s “ requests,”’ 
still do here ; but experience in both countries has shown 
that a banker’s definition of what is an “ essential ” loan 
inevitably changes when his own liquidity changes. 
When the fall in bond prices made bankers anxious to 
restrict their loans, the priorities advertised under VCR 
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may have helped them to decide which applics:ions ¢ 
refuse ; but many responsible observers in the United 
States affirm that it is an exaggeration to ascribe even 
this limited usefulness to the programme. Never hele 
some regret the passing of VCR, for it was a jarmles, 
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convenience for a banker to be able to explai» to his 
customers that their loan applications had to be -efused 
not because of the bank’s own concern for its | quidity 
but because of the “ meddlers in Washington 


* 


It would be a great_ mistake, however, to allow these 
minor achievements of unorthodox controls to obscure 
the main lesson of America’s monetary experience 
the lesson that credit restraint did not become in any 
way effective until after the “accord” on interest rates 
between the Federal Reserve and the Treasury in March, 
1951. The terms of that accord are still in some dispute, 
not least among the signatories themselves. When the 
Patman Committee opened its hearings on credit contro! 
this year, question 18 in the memorandum that it 
addressed to the Secretary of the Treasury, and question 
29 in that addressed to the chairman of the Federal 
Reserve Board, asked for a description of the nature of 
this accord ; it was widely reported in Washington that 
the mutual alignment of replies to these two questions 
was a matter of no little delicacy. 


In broad terms, the “‘ Fed” interpreted the accord as 
meaning that interest rates should be allowed to rise until 
monetary policy became an effective restraining force ; in 
return for this, the “Fed” agreed to support the 
Treasury’s re-financing and conversion operations 
(including a rather unorthodox initial conversion in 
March, 1951, itself), in much the same modified way as 
the “ departments” help Government financing opera- 
tions over their first hurdles in Britain. The Treasury, 
on the other hand, almost certainly interpreted the accord 
as meaning merely that interest rates would be allowed to 
rise to some limited, though undefined, extent—and that 
then it would wait and see. Fortunately, no harm came 
of this difference in interpretation, since a very small 
rise in rates proved sufficient to bring credit inflation 
under control. In the first year of the accord the yield 
on US Government bonds (1950 average 2.32 per cent) 
never went over 2.75 per cent, that on Government 
three-month bills (1950 average 1.20 per cent) did not go 
above 1.73 per cent, and the average bank charge for 
short-term business loans in 19 major Cities (1950 
average 2.7 per cent) did not go above 3.5 per cent. Yet, 
as the accompanying charts show, the accord of March, 
1951, brought a significant check to the expansion in the 
“Fed’s”” holdings of Government securities and to the 
rate of rise in the commercial banks’ business loans ; this 
year, moreover, as the second of the charts shows, the 
commercial banks, which had coasted through the easy 
money period with larger reserves at the “Fed” than 
they needed, have been forced into extensive borrowing 
from the “Fed” instead; this means that the central 
authorities are much more firmly in the saddle over credit 
policy than before. 

Why did this ve 
a sharp effect ? 


small rise in interest rates hav: uch 
e answer seems to lie mainly 2 4 


reason that had been adduced by some, before the a. ord, 
as proving that dearer money would cause intol<: ble 
disturbance in the national economy. All through the era 
of easy money and inflation the capital and reserves oth 
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published and hidden) of the banks, insurance companies 
and other financial institutions had declined considerably 
relative to their assets at risk ; the banks had been able 
to forget their qualms on this point so long as 
Government securities could be off-loaded on to the 
Federal Reserve at, fixed prices, and thus remained a 
relatively riskless asset. Some of those who recognised 
this trend believed that the introduction of flexibility into 
the Government bond market would therefore cause 
disturbance amounting almost to financial panic. In fact, 
however, the trend meant merely that a very small fall 
in bond prices—and much more important, the injection 
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‘| Borrowings of Member Bonks __ 
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ff uncertainty about the future—caused bankers to 
lamp down immediately on any extension of their most 
risky assets, namely business loans. The importance of 
this element of uncertainty needs to be stressed. A once- 
or-all drop in bond prices, to a new pegged level, would 
ot have done the trick. It would have reduced the 
willingness of some banks to raise cash by selling 
ecurities to the “ Fed ”—and thus make a capital loss— 
ut it would not have exploited the full force of the 
eapon of restoring bonds to their proper role as a risk 
asset. In this respect, far too much emphasis has been 
aid by some commentators on the nature of the legisla- 












N the sixteen months since the outbreak of war in 
Korea there has been a marked revival of orthodox 
monetary policy in Western Europe. That revival can- 
ot justly be called a revolution, but it can be said that 
dichotomy has been swept away. In the early postwar 
jears European Governments were divided into two 
conomic schools. Those countries that had seen the 
vils that followed when confidence in the national 
urrency was undermined, very deliberately built up their 
bostwar economies on the foundation of scarce money— 
nd therefore of high interest rates. Thus Germany, 
taly and Belgium deliberately adopted dear money 
D licies—while, as Table II shows, France also had a 
igh interest yield on Government bonds from 1948 
nwards, because it could not help it. The other school, 
d by Britain and the northern countries, tried to keep 
terest rates down, and to put their main reliance for 
isinflationary policy in the early postwar years on 
udgetary measures and physical controls. - 
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tion that controls the conditions under which some 
American banks can write Government bonds*into their 
audited balance sheets at par, whatever their market 
value. If this legislation had not been in existence, only 
a very few of the smallest banks would have acted 
otherwise than they did. 

It is true that there were several subsidiary factors that 
happened to make March, 1951, a particularly auspicious 
moment in which to introduce a dearer money policy in 
America. The caution of the lending institutions was 
reinforced by the fact that they were caught with an 
uncomfortable pile-up of forward commitments and by 
the decrease in personal spending, which made advances 
to some consumer goods industries more doubtful risks ; 
the fall in commodity prices was a cause as well as a 
consequence of the damping down of bank loans, and 
the Federal budget was not then in as grave deficit as 
it seems likely to be this year ; moreover, some insurance 
companies and other institutions were wondering, in 
March, 1951, whether their postwar switch out of 
government bonds into mortgages and other forms of 
active lending had not already gone far enough—a 
consideration that was reinforced when the very small 
rise in government bond yields made it actuarially 
possible for the insurance companies to cover individual 
policy risks by a more conservative investment policy. 

It is also true that the United States economy happens 
to be one in which disinflation can most conveniently and 
effectively be enforced by monetary policy ; swift dis- 
inflationary action through the budget is impossible 
owing to the political conventions ruling on Capitol 
Hill; and a larger proportion of total spending in 
America is dependent on credit injections than in any 
other economy in history. If, as is expected, the new 
administration relies more heavily on monetary manage- 
ment than the old, it is likely to have a good wicket to 
bat on—so long as disinflation remains the chief problem. 
It is possible, however, that the ill-considered policy of 
pegged bond prices up to March, 1951, may have 
queered the pitch for the day when a cheap money policy 
(and much else besides) may be really needed—the day 
when recession returns. 


Monetary Orthodoxy in Europe 


Since Korea the second school has, to a large extent, 
merged into the first. The conversion to orthodoxy 
has not been a wholesale one, and many countries still 
seek to exert control over credit by a strange hotchpotch 
of reserve requirements and qualitative controls—as well 
as by bank rate action. But it is now generally recognised 
in most European countries that, when balance of pay- 
ments difficulties become accute, official discount rates 
should go up ; and, conversely, when European Govern- 
ments think—not always correctly—that external 
solvency has been re-attained, discount rates tend to come 
down. Table I shows that ten European countries have 
made changes in their official discount rates since Korea, 
most of them more than once. Although there are some 
dangers in judging trends in interest rate policy in 
isolation from trends in other branches of economic 
policy, it seems worthwhile to summarise recent changes 
in European bank rates in some detail—and to examine 
where interest rates in Europe have got to now. 
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The three earliest and most important exponents of 
dear and scarce money in Europe were Belgium, Italy 
and Western Germany. In Belgium, from the early days 
of liberation, the rate on government bonds was allowed 
to find its own level ; it rose from under 4 per cent in 
1944 to nearly § per cent in 1948, since when it has 
fallen to about 443 per cent. Throughout the postwar 
years the official discount rate -has varied according to 
conditions prevailing in the money market: after a 
gradual increase from 14 per cent in 1945 to 34 per cent 
in 1947, the rate fluttered in line with Belgium’s external 
balance. By the eve of Korea it stood at 3} per cent. 
Partly as a result of the fact that the Belgian authorities 
had thus placed themselves in a strong position to control 
inflation, the Belgian balance of payments remained 
relatively strong after the outbreak of war in Korea. 
Belgium was not, therefore, under the same degree of 
external ‘pressure to take drastic measures, in the face of 
the commodity boom of 1950-51, as were the other 
industrialised countries of Western Europe. As Table I 
shows, the Belgian authorities made an increase of half 
of one per cent in the official discount rate in September, 
1950, but reversed this in the middle of 1951, as one 
measure likely to contribute towards reducing Belgium’s 
surplus with the European Payments Union. Thus 
Belgium was among the first European countries to raise 
its discount rate after the Korean war began, and it was 
also the first to make a subsequent reduction. 


Italy has also made consistent use of monetary 
measures to check inflation ever since 1947, when the 
official discount rate was raised from 4 to 54 per cent, in 
accordance with the “Einaudi experiment” ; further 
credit restrictions were simultaneously imposed upon the 
banks, who have found that the central bank keeps a 
stern watch over any developments that would inflate the 
money supply. By the middle of 1950 the discount rate 
had been reduced to 4 per cent, and no changes in it 
have been found necessary during the post-Korean 
period. The interest yield.on government bonds has, 
however, risen steadily—from just under 44 per cent in 
1947 to §} per cent in mid-1952. Quantitative restric- 
tions have also played an important part in Italy’s mone- 
tary policy, in particular the requirement imposed upon 
the commercial banks to hold Treasury bonds and 
cash balances with the central bank to cover a given 
percentage of their total deposits. Qualitative controls 
have not been resorted to, apart from advice to the banks 
to discourage loans that might be used to finance specula- 
tion in commodities during the post-Korea price boom. 
Thanks partly to this regime of orthodoxy, Italy had an 
accumulated credit balance of $161 million with EPU 
at the end of September, 1952. 


The course of monetary policy in Western Germany 
since the currency reform of 1948 has been one of. the 
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most interesting features of the European 
When the D-mark was created in 1948 th 
authorities deliberately made it a scarce cur 
very rapid increase in German production 
currency reform naturally generated a dem: 
increase in the money supply, and the Bank 
Lander was put in a sound strategic positi 
control over this. Its object throughout this 
to see that the money supply did not rise faster 
perhaps not even as fast as—the increase in productiog 
made desirable. The difficulty of enforcing a dising,. 
tionary budget in a country with Western Germany, 
federal constitution made this control over the money 
supply vital; and the Bank Deutscher Lander was aided ip 
its task by a varied. array of weapons—such as reserys 
requirements on the American model, stern qualitative 
regulations for re-discounts and quantitative controls og 
bank advances. 
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"In 1949 it seemed as if this control over inflation was 
working almost too well. As unemployment remained 
obstinately high, the discount rate was lowered twice in 
that year—from § to 44 per cent, and then to 4 per cent, 
Then came Korea. The immediate consequence of this 
and of the commodity boom that followed was a 
upsurge of spending and inflation in Germany amount 
ing almost to a flight from the currency into goods. The 
Bank Deutscher Lander responded to this by raising its 
rate from 4 to 6 per cent in October, 1950, and by 
tightening all the taps that controlled credit supply. At 
first this did not have the psychological impact that had | 
been hoped for ; the flight into goods went on, and by 
the beginning of 1951 Germany was racing towards | 
exhaustion of its permitted overdraft facility with EPU 
and had to receive special assistance. But, as the 
external deficit continued and money drained out of the | 
country, the commercial banks’ liquidity was necessarily | 
impaired ; with the central bank still refusing to open | 
the tap, credit began to dry up and the stockpiling boom | 
came to an abrupt end. By the summer of 1951 f 
Germany had begun to recover as swiftly as it had pre- f 


. viously been approaching collapse, and by the end of 


September, 1952, it had recovered so far that it had | 
accumulated a credit balance of $435 million with EPU. } 
It was aided in this remarkable recovery by the suspen- 
sion of import liberalisation at the depth of the crisis; | 
but there is no doubt that its policy of relying mainly 
on monetary orthodoxy to check spending wa 
dramatically vindicated in the end. In May of this yeat 
the authorities felt able to reduce the discount rate from 
6 to § per cent, and they reduced it again, to 43 pt 
cent, in August. 


TABLE I—CHANGES IN OFFICIAL Discount RATES SINCE KOREA 
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* Reductions are shown in italics. 
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The experience of the Netherlands since Korea has 


-rovided a lesson“in the effectiveness of ee 
oad ne. Up to the middle of 1950 the Netherl 
shanties had never followed.such a “hard money” 


onthe 

svjicy «> their neighbours in’ Belgium had done. But 
after ‘he outbreak of the Korean war there was a pro- 
nounced movement towards. the greater use of monetary 
weapons. The yield on long-term bonds, which had 
remained at about the 3 per cent level since 1945, was 


llowed to rise towards 34 per cent, whilst the Nether- 
lands Bank raised its discount rate from 24 per cent to 
3 per cent in September, 1950—which placed the 
Netherlands among the first countries to react in this way 
to the commodity boom. A further rise in the discount 
rate (from 3 to 4 per cent) took place in April, 1951. In 
the second half of 1951, the Netherlands balance of 
payments improved remarkably and the central bank was 


© 1[—Yretps on Lonc-TERM GOVERNMENT Bonps 
Percentages (Month or Average of Months) 


| 1950 | 195) | ,1952 


| (June) 
hdbialesapiitiasil 


7 [ 2 | Be 
1938 | 1946 | 1947 1948 1949 


| 


i | ! 
4-27 | 3:55 | 3-65 | 4-07 | 4:44 | 453 | 6-14 | 5-32 
4-81 | 3-82 | 443 | 4-40 | 4-52 | 4-79 | 5-08 | 5-25 
4:04 | 3-17 | 3-9L | 4-62 | 4-78 | 5-18 | 5-51 | 5-08 
4:39 | 418 | 445 | 4-75 | 4-60 | 4-42 | 4-62 | 4-51 
3-38 | 2-60 | 2-76 | 3-2) | 3-31 | 3-55 | 3-79 | 4-42 
2-87 | 2-99 | 3-06 | 3-10 | 3-14 | 3-14 | 3:44 | 3-42 
2-34 | 3-01 | 3-02 | 3-08 | 3-02 | S21 | 5-234 3-30 
3-24 | 3-10 | 3-17 | 3-42 | 2-94 | 2-67 | 2-94 | 2-90 
4-35 | 2-96 | 2-50 | 2-49 | 2:50 | 2-57 | 2:74 | 2-75 


| 


i 


able to reduce the discount rate to 34 per cent in January, 
19§2. It is noteworthy that from April, 1951, until last 
August, the Netherlands, which had previously eschewed 
monetary orthodoxy, had a higher discount rate than 
im, although the yield on long-term government 


heat 
beig 


bonds in the Netherlands has remained about one per 
cent below that in Belgium. 

Denmark was another northern country that acted 
swiftly in the face of the deterioration in its balance of 


payments in 19§0. Between July and December of that 
iis discount rate was raised, in two stages, from 34 
‘0 § per cent, while the yield on Government bonds was 
allowed to rise from 4} per cent in the middle of 1950 
‘o nearly §} per cent in September, 1951. During 1951 
‘here was a very marked improvement in Denmark’s 
balance of payments—despite the fact that its terms of 
‘rade deteriorated between 1950 and 1951, before start- 
ing to improve again this year. Finland also raised its 


The New Structure 


W (THIN the past few weeks the structure of com- 

"mercial banking in Western Germany has 
vicergone its second major reorganisation since the war. 
‘ hirty separate banking units, each confined to operations 
‘(hin a single Land, have been transformed into nine 
“Tge units with much wider regional spheres of opera- 
vcn. The reorganisation thus marks an abrupt reversal 
“! the principles that guided the Allied Governments in 
|“ Grastic recasting of the commercial banking system 
*' Western Germany after the war. To appraise the 
“cw system, and the reasons for the change, it is therefore 
“ccessary briefly to recall the pattern of the first 
\‘eanisation and to consider the weaknesses it has 
SiOWN In Operation. 


'n banking, as in industry, the aim of Allied policy was 
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official discount rate at the end of 1950—from the 
already high figure of 5} per cent to 73 per cent. It 
reduced the rate again to §} per cent at the end of 1951. 

Among the other Scandinavian countries, the Swedish 
government had, up to the outbreak of the Korean war, 
relied almost entirely upon budgetary policy and physical 
controls to check inflation. The Riksbank had auto- 
matically provided the cash required to keep interest- 
rates at a fixed level. But the resurgence of inflation in 
1950 led to a brief revival of monetary policy, in the form 
of a tightening of the cash reserve requirements of the 
commercial banks and the withdrawal (in July, 1950) 
of the Riksbank’s peg in the bond market. In December, 
1950, the official discount rate was raised from 24 to 
3 per cent, but the Riksbank then continued to support 
Government bonds at their new—and slightly lower— 
level. This creation of cash, in turn, made the new 
reserve requirements ineffective. It was not until early 


‘in 1952 that credit expansion was checked, largely 


because of heavy tax collections. The Riksbank has also 
attempted to induce the commercial banks to follow a 
rigid policy of qualitative credit control. Had Sweden 
not been shielded by its primary exports from the 
balance of payments deterioration that ‘affected the 
industrial exporters of Western Europe in 1950-51, it 
would have found it far more difficult to pursue this 
relatively “ cheap money” policy. 

The experience of France, which has tried to follow a 
policy of selective—and very complicated—credit 
control, is described more fully in a subsequent article in 
this survey. High interest rates on Government bonds 
have been a feature of the French economy since the 
war, but this has been a consequence of internal inflation 
and the desperate need for Government borrowing, not 
of monetary orthodoxy. In fact, Table I shows that 
France and the United Kingdom—which both made 
increases in their discount rates in the last quarter of 
1951—held their discount rates below 3 per cent longer 
than the other West European countries. It is unfair 
to say that it was solely because of this that their external 
payments difficulties persisted longer than those of their 
neighbours. But it is fair to say that the experience of 
the last sixteen months has shown plainly that higher 
interest rates are a powerful weapon for the battle 
against, though not for the complete conquest of, recur- 
ring external deficits. Haltingly, and probably still 
insufficiently, Europe has begun to learn that lesson. 


of German Banking - 


to break up large units, to “ deconcentrate ” and disperse 
organisations that formerly were nation-wide, in the 
interests of security. In commercial banking, this 
involved the disintegration of the powerful Big Three 
“PD” banks—the Deutsche Bank, Dresdner Bank and 
the Commerzbank. By the reform of the banking 
system in 1946-47, these banks were split up into thirty 
“successor banks,’ and no bank was permitted to 
have branches in more than one of the eleven Laender 
into which Western Germany is divided. In the sphere 
of central banking, the reorganisation took the form of 
the erection of a Federal banking system, on the 
American model, with a central bank for each Land and 
a single note-issuing bank—the Bank Deutscher Lander 
at Frankfurt, which is owned and nominally controlled by 








502 


the Land central banks. The weaknesses of the new 
system in practice arose most noticeably from the break- 
ing up of the large “ D” banks, a system never popular 
with the Germans ; and it is only this part of the earlier 
reorganisation that is now being changed. The splitting 
up necessarily resulted in the loss of the goodwill 
associated with the big names, in a reduction of working 
efficiency and in a need for greater liquidity. . The credit 
needs of such areas as the Ruhr have been less readily 
met by smooth transfers of funds from surplus areas than 
when the branches concerned were within the same 
nation-wide banks. Moreover, the restricted area of 
operation has made it more difficult for banks to spread 
their risks. 


To meet these and similar difficulties, the reform of 
September, 1952, establishes nine banks instead of thirty 
and permits each of these new banks to have branches 
throughout any one of the three major banking districts 
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into which Germany is to be divided. Branch banking 
will therefore be possible on a much larger scale than 
hitherto and the worst defects of the previous system 
should be avoided. 4 


As this is intended to be a more permanent form of 
organisation, the three “D” banks have entered into 
liquidation. On September 25, 1952, the Deutsche Bank 
the Dresdner Bank, and the Commerzbank fo: mally 
transferred their businesses to the successor institu: ions. 
These, in accordance with the resolutions adopted a: the 
general meetings on that day, have been “ re-founded” 
out of the former Big Three banks under the terms of 
the German law on the Regional Scope of Credit 
Institutions of March 29, 1952. 


The establishment of the new banks has not been 
greeted with unqualified approval in Germany ; a1 the 
general meetings considerable disappointment was 
expressed that the Allies, after lengthy and difficult 
negotiations, had not permitted the “ D” 
banks to resume business in the Federal 


Taste I—Tue New German Banks :. Successors To THE “ D” Banks Terti . n 
(As from September 25, 1952) erritory in their former shapes. The fear 
: A of an excessive concentration of economic 
| Recived by] power upon the Big Three, it was asserted, 
| Nomina’ | RM. 1,000} was without foundation. On the other 
(PM mn) | Parent | hand, it may be noted that there has been 
ee’ | | (DM) considerable co-operation among the thirty 
Devtscne Bank (capital, RM. 160 mn.) succeeded by— a 
Norddeutsche Bank A.G. Hamburg ....................0005- 20 | 125 successor banks, and there seems no reason 
formerly i ‘ 
Norddeutsche Bank in Hamburg, Hamburg, why Co-Operation: should not be at least as 
eierciinles “Shdaiik Miroomeis:* ate close amongst the nine—especially among 
Nordwestbank, Hannover the offs rin f th 6“ D” b k 
Rheinisch-Westfalische Bank A.G. Diisseldorf ..............+. | 250 pring of the same ank. 
formerly : ; * 
Rheinis h-Westfalische Bank, Diisseldorf. The institutions thus created should be 
Siddeutsche Bank A.G. Miinchen. ...........022.020/.0-+005 |} 250 much better equipped to finance the 
ormeriy 
Bayerische ( reditbank, Miinchen, economy of Western Germany than were 
eee Ss eee ae | the thirty so-called “successor” institu- 
Wiirttembergische Vereinsbank, Reutlingen, tions. An end has been put to the pre 
Oberrheinische Bank, Freiburg i. Br., and +04 ; : : +f 
Rheinische Kreditbank, Ludwigschafen. | visional stage in which the banking UNITS 
Berliner Disconto Bank A.G. Berlin .............-.....2.05 Sos Ta es have not been independent legal persons, 
100 525 but have merely borne the names of branch 
sete Be She i | Boe “ > 3 94 on 
DrESDNER Bank (capital, RM. 150 mn.) succeeded by— groups of the D banks in the VarERe 
Hamburger Kreditbank A.G. Hamburg ................+-..:. 21 | 140 Lander ; this was a most unsatisfactory 
formerl\ ; ‘ sls 3 
Hamburger Kreditbank, Hamburg, interim phase, entailing a number of legal 
Bremer Bank, Bremen, 3 complications, There are now in the 
Niederdeutsche Bankgesellschaft, Hannover, and i F d r ° : oe ank 
Liibes ker Bank fiir Handel und Industrie, Liibeck. © eral erritory nine joint stock ban ‘S 
Rhein-Rube Bank A.G. Diisseldorf.....-...--...+02+00e0. 380 | = 240 with legal personalities of their own. This 
Rhein-Ruhe Bank, Diisseldorf. | | is probably the best solution available, 
waa nS rs Aes EE Ms oe o sok se oak Shwe | 36 | 240 granted the intention to keep the power ol 
saverische Bank fiir Handel und Industrie, Miinchen, the big banks as small as is consistent with 
Rhein-Main Bank, Frankfurt a. M., j ffi : . lace : d 
Allgemeine Bankgesellschaft, Stuttgart, | € ciency. No central banking piace an 
er fur Wiirttemberg und Hohenzollern, Reutlingen,| money market, such as formerly existed in 
Stiddeutsche Kreditanstalt, Freiburg i. Br., and : - . 
Industrie- und Handelsbank, Neustadt (Haardt). | Berlin, has as yet developed in Western 
Bank fiir Handel und Industrie A.G. Berlin-Charlottenburg ... .' tad Germany. These functions are now to be 
a eee performed in the centres of the three new 
COMMERZBANK A.G. (capital, RM. 100 mn.) succeeded by— "ae banking regions of the Federal Territory— 
Commerz- und Disconto-Bank A.G. Hamburg................ 12-5 | 125 at Frankfurt, Dusseldorf and Hamburg. 
Hansa-Bank, Hamburg, | 
Bremer Handels-Bank, Bremen, * 
Merkur-Bank, Hannover, and 
Holsten-Bank, Kiel. oat : 
Bankverein Westdeutschland A.G. Diisseldorf................., 27-5 | __ The Law providing for these changes 
formerly— | at = i , iat! 
Bankverein Westdeutschland, Diisseldorf. | derived from two years. pegouiations 
Commerz- und Credit-Bank A.G. Frankfurt a. M............ ns ae ae between the German and Allied authorities. 
orw ta . . whe : . 
Baverische Disconto-Bank, Niirnberg, | According to this Law, credit oe 
Mitteldeutsche Creditbank, Frankfurt a. M., i rpo lengesell- 
Bankverein fiir Wirttemberg-Baden, Stuttgart, and j = the es = form of : Aktieng: 
Mittelrheinische Bank, Mainz. schaften (corresponding to joint stock .om- 
Bankgeselischaft Berlin A.G. Berlin......................... i vee panies) or Kommanditgesellschaften auf 
50. 600. | Aktien (similar to general partnerships with 


shares) may maintain branches in only one 
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is CANADA 


the answer? 







For information on any aspect of Canada, 
general, commercial or local, you can 
hardly do better than consult Canada’s 


oldest Bank. 


Enquiries welcomed. 


BANK OF MONTREAL || 


47 Threadneedle Street, London, E.C.2 | 


Head Office: MONTREAL 


Over 570 branches throughout Canada 
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Canadian Markets 


British firms, interested in Canada as a 

field for business and trade expansion, 

will find The Royal Bank of Canada a 

useful ally. With-branches from coast to 

coast, we provide an informed banking 

service fully experienced in meeting the 
needs of foreign traders. 


London Offices— 
6 Lothbury, E.C.2. B. Strath, Mgr. 
2-4 Cockspur St., S.W.1. R. B. Murray, Mer. 


THE ROYAL BANK 
OF CANADA ) over» trent 


Head Office, Montreal in Canada, the West 
Offices in New York and Indies, Central and 
Paris South America. 


Incorporated in Canada in 1869 
with Limited Liability. 


Room for business growth 


in Canada 


To expansion-minded business men Canada 
presents new frontiers—a vast new field of 
enterprise. Its natural resources have not yet 
been fully developed—its markets are great, 
but still growing. 


As the banking connection for numerous 
British concerns doing business in Canada, 
we are conversant with the trade situations 
that may be of interest to you. 


We invite your enquiries. 


The Canadian Bank 


of Commerce 


2 Lombard Street, 
London, E.C.3 
Head Office: Toronto, Canada 
Over 600 Branches across Canada 
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of the :hree banking districts of the area of the German’ 
Federai Republic ; and they are not permitted to exert, by 
share pericipations or in any other manner, a dominating 
influence on other banks outside their banking district. 
The North German banking district comprises the four 
Linder of Hamburg, Bremen, Lower Saxony and 
Schleswig-Holstein. The Land North-Rhine-Westphalia’ 
forms a banking district of its own. The third district 
consists of four Lander in Southern Germany—Baden- 
Wiirttemberg, Bavaria, Hesse and Rhineland-Palatinate. 
The banks are, however, permitted to transact business 
in the entire Federal Territory. 


To ensure a continuing degree of “ de-concentration,” 


it has been prescribed by law, in accordance with the . 


requests of the Allied authorities, that the shares of these 
successor institutions must be registered and not bearer 
shares, but they will carry dividend coupons, so that they 
will be easily marketable. No successor institution of a 
“DP” bank is permitted to participate in another 
successor institution by purchasing shares in it. More- 
over, other investors, although free to acquire an un- 
limited number of shares in any one successor institution, 
may not buy more than § per cent of the shares of another 
successor institution. The activities of the members of 
the boards of managers and of the boards of directors are 
confined to one successor institution. 


In fulfilment of the plan of reorganisation, each of 
the Big Three banks has formally “ re-founded ” three 
successor institutions, making nine in all; and the 
liabilities and essential assets required for their business 
operations have been duly transferred to the successors. 
Creditors of the “ D ” banks whose claims are in foreign 
currency subject to special restrictions on disposal— 
notably the standstill creditors--now have the right, 
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exercisable within one year, to require their claims to 
be transferred to another successor institution of the 
same “D” bank. It may be noted, too, that the Law 
makes the successor institutions and the re-founding 
institution jointly liable for such debts as could not be 
transferred to the successor institutions because in 
present circumstances the creditors concerned could not 
have recourse to the Big Three banks—this applies, for 
instance, to liabilities to persons residing in the Soviet 
zone of occupation, by branches located in that zone. 


* 


Shortly after the promulgation of the Reorganisation 
Law, the Bank De-concentration Laws introduced by 
the three Military Governments after the capitulation 
were repealed, by a Law of the Council of the Allied 
High Commission, dated April 8, 1952. This new 
Allied Law also provided that the so-called “ Transfer ” 
Regulation made under the Conversion Law should 
apply to the “ D ” banks ; the effect of this was to bring 
the Berlin branches of the former “D” banks within 
the scheme, as having been transferred within the 
Federal Territory... For the creditors, the result of the 
transfer was that credit balances held by residents of the 
Federal Territory with the Berlin branches of the Big 
Three banks could be converted in the ratio of DM 6.50 
for RM 100. 


The old “ D ” banks continue to exist ; in Berlin they 
are among the inactive credit institutions that had to 
suspend their activities for the time being under the 
“Suspension Directive” of the Berlin “ Magistrat ” 
dated June 5, 1945. In Western Germany the old 
“D ” banks are not permitted any activities except those 
necessary for winding up their business. 





Taste I]—IniT1at BaLANcE SHEETS OF THE NEW BANKS, AS AT JANUARY 1, 1952 
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Hamburger Rhein-Rebr Rhein-Main | Commerz- und Bankverein | Commerz- und 
ank | Westfalische | Bank Kreditbank Bank Bank Disconto Bank | W estdeu ts h- | Credit-Bank 
| AG | Bank AG. A.G. AG. i A.G, s A.G AG. land A.G A.G ; 

Hamburg Diisseldorf | Miinchen | Hamburg Diisseldorf Frankfurt a. M. Hamburg Diisseldorf Frankfurt a. M. 
ae sasile idbdabechemgabrabtleneaneat coin | er 
s | 
Cash reserve ......0. | 74-4 208-8 134-3 98-8 90-0 103-9 24-9 127-0 26 -6 
Nost C8 ick 104-4 110-7 92-8 88-3 83-6 57-5 42-7 57-5 9-9 
Bills and cheques | 151-8 285-2 185-2 108-0 227-1 140°1 71-8 221-2 69-8 
lreasury bills....... sae 55-0 8-9 8-2 12-8 29-7 3-3 9-9 0-1 
securities... . wea 13-4 23-4 23-8 24-0 34-7 47-7 17-4 32-9 10-7 
Equalisation claims. 89-3 137-0 190-2 56-2 89-9 89-9 46-4 50-1 29-1 
aruciy ns In syn- , 
dicate sccegueene 0-1 1-8 1-0 6-8 5-2 3-6 1°5 3°3 1-2 
Account eivable, . 276-4 597-5 623-1 238-7 348-3 359-8 173-4 311-7 113-3 
Long-t endings .. 20-0 55-8 156-7 6-6 47-3 28-2 8-6 39-6 16-9 
ae ‘Ory credits . 2-3 33-1 10-5 1-9 0-9 6-6 2-3 0-3 0-8 
articipations ......, 1-6 5-4 1-6 43 |, 5-9 5-9 1-6 2-5 1-6 — 
on a seen ets 10-6 26-7 23-2 10-6 15-8 23-1 12-0 23°9 8-7 
ther assets .....046% 3-3 8-7 9-6 1-9 3-9 5:0 1-8 4-3 1-4 
! IES 
38 2 sehate 605 -2 1,214-3 1,092-5 574-5 747-1 749-1 289-6 726-0 222 -4 
Ane. balances .. 05, 30-0 69-3 38-1 25-4 73:8 19-8 17-4 43-9 22-9 
Las PtANCESs ons ence 16-1 38-9 64-3 sf 24-8 22:1 54-9 12-8 10-5 
Tra loans. .... 19-4 51-6 120-0 6-4 47-2 28-0 8-4 33-8 8-7 
Capital ook 2:3 33-1 10-5 1-9 0-9 6-6 2-3 0-3 0-8 
Capital stotle <0. 55 20-0 40-0 40-0 21-0 36-0 36-0 12-5 27-5 10-0 
Spe Pattee 8-1 16-2 16-2 6-5 8-0 8-0 1-3 2-8 1-0 
Other inten 41-9 76-7 70-0 16-9 26-4 29-5 17-8 31-7 11-5 
abilities ..... 4-6 9-0 ' 9-3 1-7 1-2 1-9 2:5 5-4 2-3 
Balance sheet total., | 747-6 | 1549-1 | 1460-9 654-3 965°4 | 901-0 | 406-7 | 884-2 290-1 
Guarantees ee rt ee es ee pe ee | pj ore 
Rediecounnil" ann 74-1 244-8 | “141-7 | 98-4 100-1 67-1 | 34-0 80-9 23-6 
unted bills. , 122-4 - 309-8 362-3 37-5 179-4 | ~~ 156°8 90-4 138-4 | 70-4 
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Table I shows the former Big Three banks and their 
nine successor institutions in the Federal Territory, as 


well as the successor banks founded in Western Berlin, 


and the styles of the former thirty provisional banks. 
The table also shows the nominal capital of each of the 
nine banks formed from the thirty successor banks of the 
Big Three, and the shareholdings in each of the new 
banks that will be received by the owner of a RM. 1,000 
share in the parent “ D” bank. In accordance with the 
statutory provisions, the new stock has been registered in 
the name of the Bank Deutscher Lander (the central 
bank of the Federal Republic) as the trustee ; the bank 
will endorse the stock and thus transfer the title to the 
shareholders. Apart from the issue of this new stock, it 
should be noted that the old shares of the Deutsche Bank, 
Dresdner Bank, and Commerzbank A.G., which will con- 
tinue to be expressed in RM and will be exchanged for 
new RM shares, will still have a certain value, since 
they represent a share in the assets of the banks in Berlin, 
in the Soviet Zone of Occupation, and abroad. 


With the reorganisation of the “D” banks, the issue 
of banking statements and other necessary information 
about the banks once more became possible. Previously, 
since the thirty individual successor banks were not 
independent, and since the organs of the old banks were 
not allowed any activities, it was impossible to meet the 
justified demands of the public for regular information 
on the development and position of the banks. In these 
peculiar conditions, confidence in the individual succes- 
sor had to rest upon the reputation and goodwill of the 
“1D” banks, whose former branches were continuing to 
operate under new names. The initial balance sheets of 
the new successor institutions have now been published, 
and these banks will henceforth regularly submit data for 
public review and criticism. 
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In view of the special interest attached to these open. 
ing statements, their principal details are reproduced in 
Table II. The aggregate balance sheet total was around 
DM 8,000 million, comprising DM 3,800 million ‘or ths 


successor institutions of the Deutsche Bank 
DM 140 million of nominal capital and reserve. Dy 
2,500 million for the successors of the Dresdne: Bank 
(DM 115.5 million of capital and reserves. ang 
DM 1,600 million for the Commerzbank A.G. successors 
(DM 55 million of capital and reserves). The <apita| 
resources of the nine successor banks thus amoiint to 
about DM 310 million ; only a small proportion of this 
sum represents the capital provided by the currency 
reform ; for the greater part of it has been derived from 
profits made since then, as well as from the bringing in of 
hidden reserves. The banks were legally permitted to 
make use of such reserves, and their employment was 
encouraged by the granting of tax relicis. 


As Table II shows, the liquidity of the new banks js 
high. This is partly due to the regulations governing 
minimum reserve requirements. This fact, coupled with 
the greater flexibility and wider opportunities afforded 
by the recent re-organisation, seems to afford grounds 
for the optimism with which their future is viewed in 
Germany. Certainly this reversal of the earlier 
disintegration of the German banking structure should 
do much to improve the working of the system. But 
it cannot be assumed, even now, that the structure will 
be permanent. German opinion will probably continue 
to favour a full restoration of the Big Three. And the 
erection of a branch banking system operating over 
several Lander may perhaps prove difficult to reconcile 
with a federal banking system that gives each Land its 
own central bank. ; 


Credit Control in France 


URING the past twelve months France, like Britain, 
has brought the weapon of dearer money to the aid 
of other methods of credit control. In the autumn of 
1951 the Bank of France raised its discount rate, in two 
steps, from 24 per cent to 4 per cent—the first of these 
moves being made some three. weeks before the Bank 
of England made its historic change on November 7, 
1951. But France has not put any such reliance upon 
monetary orthodoxy as Mr Butler has done. In the latest 
phase of its perennial fight against inflation, little has 
been heard of monetary measures and there has been no 
further increase in the Bank of France’s rate—despite 
the sharpness of the threat to the franc before M. Pinay 
launched his essay in stabilisation. Resort to non- 
monetary action at moments of acute danger is, however, 
no novelty in France, and it would be wrong to deduce 
from recent policies any new judgment by the French 
authorities upon the worth of monetary weapons. 


France’s experience does, however, drive home some 
important lessons about particular kinds of monetary 
technique. For inflation-ridden France has been operat- 
ing since the war an extraordinarily detailed and highly 
organised system of “selective” control of credit and 
discipline of the commercial banks. The evolution of this 
system, and its performance under conditions of high 
inflationary pressure, deserve closer study than they have 


generally received so far—especially by those who, in 
other countries, cherishthe hope of devising new qualita- 
tive controls to diminish the need for orthodox ones. 


The legal basis of the postwar system of control in 
France was the law of December, 1945, which, apart 
from nationalising part of the banking system, created 
the National Credit Council, a body with a widely spread 
membership, with the governor of the Bank of France as 
permanent vice-chairman. This body was given very 
wide powers, and its central responsibility is to formulate 
and ensure a consistent monetary policy for both the 
government and the banks. Alongside the council, 
making up the rest of the structure of control, are the 
Bank of France, which acts as an expert adviser and as 
executive agent for the council, and the Banking Control 
Commission, staffed from the Bank of France, which 
collects information, is responsible for bank inspection, 
and generally. guards the “ soundness” of the commet- 
cial banking system. 


* 


The council initially favoured qualitative rather than 
quantitative control of bank credit, with the object of 
maintaining cheap money, and because of the desire (0 
ensure that, in a time of reconstruction, no physical 
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But anyone familiar with ceramics would 
know that it is a piece of world-famed 
Delhi blue pottery. 

Through years of specialized study, the 









ceramics expert has attained a high 

degree of skill and discernment 
in his particular sphere and this 
is also true of the National 

Bank of India and its un- 
rivalled knowledge of eastern 
trading. Asa result of many 
years of continuous experience 
the National Bank of India can 
now provide much 









information 
vital to the success of modern trading 
” ventures. Your enquiries will be welcome 
at the Head Office or at any of the Bank’s branches. 













NATIONAL BANK OF INDIA LIMITED 
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Branches in? INDIA, PAKISTAN, CEYLON, BURMA, KENYA, TANGAN~ 
YIKA, ZANZIBAR, UGANDA, ADEN and SOMALILAND PROTECTORATE, 
Bankers to the Government iW ADEN, KENYA COLONY, ZANZIBAR and 
LGANDA, 


Head Office: 26, BISHOPSGATE, LONDON, E.C.2. 





HONGKONG AND SHANGHAI 
BANKING CORPORATION 


Incorporated in the Colony of Hong Kong) 
Members is limited to the extent and in manper prescribed by Ordinance 
No. 6 of 1929 of the Colony. . 


Capital Issued & Fully Paid Up $20,000,000 
Reserve Funds Sterling ose £6,000,000 
Reserve Liability of Members .. $20,000,000 


Liability 


Head Office: HONG KONG 


CHAIRMAN & CHIEF MANAGER: HON. SIR ARTHUR MORSE, C.B.E. 
London Office: 9, GRACECHURCH STREET, E.C.3 


I ‘ ; 
Londen ¥ gere 


8. A. Gray, M.C., A. M. Duncan Wallace, H. A. Mabey, 0.B.E. 
BRANCHES; 


BURMA INDO-CHINA 


NORTH BORNEO 




































Rang Haiphong Brunei Town 
CEYLO® Saigon Jesselton 
ea Kuala Belait 
JAPAN Sandakan 
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MON EKO Singapore 
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Teluk Anson San Francisco 
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A go-ahead firm discusses 
a factory in Australia 


“The idea seems sensible to me, but it’s no good groping 
in the dark. Where can we get some facts?” “What about 
| asking A.N.Z. Bank? They've got branches all over Australia 
and they’ve been there well over 100 years. They ought to 
know something.” 

Indeed we do — and we make our knowledge readily avail- 
able. Our Overseas Department will send you two tooklets 
which will tell you just what you want to know at this 
stage: “INDUSTRIAL AUSTRALIA”— containing 
authoritative information on industrial resources, markets, 
labour and finance. “COMPANY FORMATION IN 
AUSTRALIA”—a general guide to Company Law, with 
notes on current taxation. 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 


In which are merged 
THE BANK OF AUSTRALASIA LIMITED Established 1835 
THE UNION BANK OF AUSTRALIA LIMITED Established 1837 
71, CORNHILL, LONDON, E.C.3. Telephone: AVEnue 1281 





















BAYERISCHE VEREINSBANK 


ESTABLISHED 1869 




















Every description of Domestic and 
Foreign Business transacted 












Munich Office: 14 Kardinal-Faulhaber-Strasse 


Cable Address: " Vereinsbank" Phone: 28401. Telex No.063/603 


Nuremberg Office: 21 Lorenzerplatz 


Cabie Address: Bayverein” Phone: 27741. Tetex No.06/2217 


Augsburg Office: 37 Maximilianstrasse 


Cable Address: “‘Vereinsbank” Phone: 4681. Telex No. 067/20 




































Offices and Branches all over Bavaria 
Correspondents throughout the world 
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FRANKFURTER 
BANK 


Established 1854 


Foreign Trade Bank 


FRANKFURT /MAIN 
GERMANY 





Cables: Frankfurterbank. Phone: 90131, 90491 
Telex: 04/1415, 04/1584 


Code: Peterson International. Code 3rd. Ed. (Petco) 












Australia_and 


New Zealand. 
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BOTH ARE PECULIAR TO THE ANTIPODES 


Whether your activities entail lmg distance travelling or concentrated 
investigations, wecanassist youn AUSTRALIA and NEW ZEALAND 


Our TRADE INTRODUCTION SERVICE and 
TRAVEL DEPARTMENTS will gladly : 


1. Make a SURVEY to meet 5s. Arrange business 


your trade requirements. INTRODUCTIONS. 
2. Prepare a suitable 
ITINERARY. 6. Issue TRAVELLERS 
3. Book TRANSPORT by CHEQUES and 
air, rail, road or sea, TRAVELLERS LET- 
4. Secure Hotel ACCOM- TERS OF CREDIT. 
MODATION. 


Inquiries welcomed either through your own Bankers or direct. 


THE COMMERCIAL BANK OF AUSTRALIA LIMITED 


(incorporated in Victoria) Registered Office : 335 Collins Street, Melbourne. 


PRINCIPAL OFFICES: 
HEAD OFFICE: 335/9 Collins Street, MELBOURNE, VICTORIA. 
LONDON OFFICE : 12 Old Jewry, LONDON, E.C.2, ENGLAND. 
WELLINGTON OFFICE : 328-330 Lambton Quay, WELLINGTON, 


636 OTHER OFFICES os 
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Musical accomplishment 


We recently had a call from a manufacturer who had heard that ‘ 
after a lapse of neagly two years, was again ready to grant impo: 
covering certain goods from Britain. “Are musical instrumen\: among 
these goods?” he asked. Within a matter of minutes we were able to 
give him chapter and verse of the relevant Argentine Cen: 
Circular. This invited applications for foreign exchange to po he 
import of, among other things, musical instruments from Britain ided 
that payment was made at the free market rate and that app! ns to 
import were lodged within a specified time. From few other source 
could this information have been obtained so quickly, and 
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was at once able to make arrangements with his agent in Bue: \ires 
THE ADVANTAGES OF BEING HERE AND THER! 

As the only British Bank with branches throughout Latin Am 1. we 

can offer you special services—either direct or through your o vank 

These services are set out clearly and concisely in our book he 

advantages of being here and there”. We shall be glad to « you a 


copy on application to :— 


The Research Department 
(SECTION 44) 
BANK OF LONDON & SOUTH AMERICA LIMITED 
HEAD OFFICE: 6, 7 AND 8 TOKENHOUSE YARD, LONDON 
BRADFORD: 19 SUNBRIDGE RD. MANCHESTER: 36 CHARLO! (PF ST 
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STANDARD BANK 
or SOUTH AFRICA LIMITED | 


1 
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Capital Authorised - - « - £15,000,000 
Capital Subscribed £10,000,000 
Capital Paid-up - - - = =  £€5,000,000 
Reserve Fund - - . o -  £5,000,000 





(10 CLEMENTS LANE, LOMBARD STREET and 
\77 KING WILLIAM STREET, LONDON, £.¢.4 


i 

| LONDON WALL Branch — 63 London Wall, §&.C2 
| WEST END Branch—9 Northumberland Avenue, W C2 
| NEW YORK Agency — 67 Wall Street. 
HAMBURG Agency — _  Speersort, 6. 


| BRANCHES THROUGHOUT THE UNION OF SOUTH AF®'CA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND; KENYA, UGANDA, TANGANT!KA 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 
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| Banking Business of every description transacted 
| at all Branches and Agencies. 
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-es should remain unused merely because bank 


ant : was not available. In 1946 the Bank of France 
recommended that credits should be made only in order 
to help production, and a highly centralised control was 
set up 10 enforce this canalisation. In January, 1947, 


*; was provided that all requests for advances of over 
‘9 million francs (a figure subsequently raised to 50 
jllion) should go to the Bank of France for approval. 
Moreover, considerable documentation had to be 
demanded by the banks in support of any application 
for an advance of over 2 million francs, and the Bank of 
France could demand justification of the advances by the 
bank concerned. The important exception to these 
controls was the commercial bill, which remained com- 


pletely outside control until September, 1948, and was 


Lea 
© 
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not subjected to the major control demanding specific 
Bank of France approval for large amounts until as late 
as October, 1951. This exception was held to be justified 
on the crounds that a commercial bill represented actual 
goods in production or in movement, and so could not 


be inflationary—a naive policy that had the inevitable 
| ‘urning more and more borrowing into this 
-d channel. 

A further important control was introduced in 
October, 1947, when banks were told not to grant further 
credit unless the funds were urgently needed and could 
not be raised in any other way, while advances for 
certain purposes were explicitly forbidden. The inten- 
tion of all these qualitative controls was to pay regard 
to the “ economic utility ” of an advance, in addition to 
the usual banking criteria of risk and profitability. The 
Bank of France, in its consideration of the larger requests, 


effect ol 


1. > rl T 
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was almost wholly concerned with this general criterion, 
although it does seem to have turned down some requests 
for credit on the ground that it would bring the amount 


of credit outstanding into too high a relationship with the 
firm’s turnover. “Economic utility” was widely 
since the reconstruction industries, agricul- 
ture, and the export industries were all given priority, 
little French economic activity other- than commerce 


f-;] 


led to receive favour. 


wmotransul 
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It seems, moreover, that in these early and highly 
ry years, the National Credit Council was un- 
enforce even qualitative Gontrols in too firm a 
tor fear that physical resources should become 
iemployed. Very few requests that went to the Bank 
' France were refused ; it is possible, however, that an 
ippreciable number of applications were rejected by the 
commercial banks and that some projects were held back 
oy the would-be borrowers themselves, on the assump- 
“ion that they would not pass the new scrutiny. The small 
number of refusals by the Bank of France may have been 

uy attributable to the fact that the controls were 

ministered by its Discount Department, which 
probably found some difficulty in judging credits by the 
new criteria instead of the traditional ones. At all events, 
Curing the serious inflation of 1947 and the first three 
quarters of 1948, there seems to have been very little 
chec K on expansion of bank credit for non-Government 
borrowers ; indeed, this expansion became the dominant 
Cor in the increase in the money supply. About the 
best that could be said for the system by one of its leading 


home apologists was that the increase in the supply of © 


money Was lagging behind the rise in wages and prices— 
common symptom of any advanced inflation. 
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During -the first half of 1948, however, physical and 
psychological circumstances were becoming more favour- 
able to an ending of inflation ; production was rising, a 
good harvest was coming, Marshall Aid was getting 
under way, and the aggressive power of the Trade Unions 
was being weakened. In these more propitious circum- 
stances, it was obvious that a successful check to the 
excessive expansion of credit could have significant, if not 
decisive, results. At the end of September, important 
measures of new quantitative controls and a strengthen- 
ing of qualitative controls were approved by the National 
Credit Council. The sale of Government securities by 
the banks in order to allow expansion of private credit-had 
been a big source of difficulty ; the new regulations there- 
fore formalised certain existing gentlemen’s agreements 
by requiring that banks should keep minimum holdings 
of Treasury paper. These were to be maintained at not 
less than 9§ per cent of the volume held on September 
30, 1948, plus an amount equal to at least 20 per cent 
of any net addition to deposits after that date. This was 
the first formal reserve requirement in the history of 
French banking. In addition, formal rediscount ceilings 
were established, limiting the total amount of rediscount- 
ing the commercial banks could expect to make at the 
Bank of France. The ceilings for the banks individually 
were kept secret, but the total for the whole banking 
system was originally around 188 milliards of francs. 


These policies were rapidly followed by a marked 
abatement of inflationary pressure. It cannot be assumed 
too easily, however, that the new credit policy was the 
main cause. The strongest single factor seems to have 
been the good harvest—for the inflationary pressure-had 
undoubtedly been aggravated by the marked inelasticity 
of the average Frenchman’s demand for food. Credit 
restriction has to be regarded as one of several influences 
that worked concurrently to relieve the pressure. If 
factors such as the recovery of production and the decline 
in the strength of the Trade Unions had been less pro- 
pitious, and if Marshall Aid had not started to improve 
the prospects both for the foreign balance and the 
supply of goods, credit policy alone would probably not 


- have been—or would not have been allowed to be— 


strongly influential. If a bigger burden had been placed 
on credit measures in less promising circumstances, it is 
all too likely that the policy would have been allowed 
to weaken and dissolve—for the underlying assumption 
that reconstruction should not be held up for lack of 
credit remained strong. 


The lukewarmness towards credit policy did in fact 
show itself in the following two years, fortunately with- 
out any evidently untoward results, at all events in the 
short run. Of the weapons of credit control created in 
1948, the one that was potentially the most effective was 
the limit to total rediscounts at the Bank of France. If 
this weakened, the whole structure of credit control was 
bound to weaken too, because experience showed that 
little reliance could be placed upon the purely qualitative 
controls. Such a weakening did in fact take place, in two 
separate ways. By October, 1951, the ceiling for all the 
banks together had been raised by more than one half, 
to around 285 milliards of francs. These concessions 
were made partly in response to complaints from indivi- 
dual banks that their limits were unfair, partly as a 
deliberate policy of expansion at moments when reces- 
sion appeared thréatening, and partly to allow for other 
special factors such as the rise in import prices iriduced 
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by the Korean war. When the conflict was one between 
imposing painful discipline upon the economy and of 
reducing the pressure of credit controls, it was found 
all too easy to reduce that pressure. 


The other weakening of the structure of control took 
place as a result of a kind of window-dressing. The 
ceilings applied only to the amounts outstanding at the 
ends of months, and at other times they were frequently 
exceeded. Moreover, when it became difficult to 
“‘ window-dress ” the accounts back to a position within 
the limits at the month-end (because of serious inflation 
in the middle of the month), the Bank of France stepped 
in with open market operations, thereby still further 
impairing its system of control. 


The weakness of these credit controls as anti- 
inflationary measures became fully apparent when the 
steep rise in international prices induced by the Korean 
conflict began to have a serious effect on the French 
economy. In October, 1951, price inflation had become 
so serious that more forthright action became necessary. 


@pihe bank’s discount rate was raised from 24 per cent 


to 3 per cent, and then, in November, to 4 per cent. This 
marked the most noticeable swing towards orthodoxy 
that France had made since the war. Short-term interest 
rates had hardened gradually through the inflation of 
1946-48, but no great reliance had then been placed on 
the short-term rate as a means of combating inflation. 
Nor, even in 1951, did the National Credit Council 
intend that orthodox weapons should work without other 
monetary devices ; in an economy where business men 
were accustomed to paying fairly high rates for short 
loans, and where prices were rising sharply, an increase 
in interest rates of this order was not expected to have 
much effect unless accompanied by other restrictions. 


The less orthodox weapons were _ therefore 
strengthened simultaneously. A new rediscount ceiling 
for the whole banking system, which was to be “en 
principe infranchissible” was introduced, and was to 
operate daily instead of merely at: month-ends. It was 
set at 500 milliards of francs, a high level calculated to 
take account of the immense amount of window-dressing 
that had been practised ; the enforced discontinuance of 
this practice led in October to additional Bank of France 
assistance to the amount of 150 milliards of francs. The 
n2w ceiling also allowed a margin for future expansion, 
because the council considered that a “ brutally restric- 
tive attitude ” could not be applied to developments that 
were based on the general economic policy of the 
country. Even so, it was provided that additional 
discount facilities could be granted for temporary periods 
for up to 10 per cent of the individual bank’s rediscount 
ceiling ; for these facilities a higher rate was charged. 
Attempts were also made to strengthen the purely quali- 
tative control. New instructions were issued to the 
banks, exhorting them to grant only such credits as were 
regarded as in the national interest, and the regulations 
were changed to ensure that the Bank of France 
scrutinised all credits, including discounts of commercial 
paper, where-a firm’s borrowing exceeded 500 million 
francs. This is a large amount, and presumably only 
relatively few borrowers were affected ; the intention 
appears to have been to give the Bank opportunity to 
look with real care at all applications required to be 
submitted to it—and perhaps also to meet in this way 
complaints that the system had worked against the 
interests of small and medium sized firms. 
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It is difficult to believe that these several credit 
policies, including the increase in interest rates, have 
done much to stem the course of inflation during the lag 
year. Sharp increases in prices, the expansion of the 
monetary circulation and speculation against the franc al} 
continued for several months after the new measures 
were introduced. The degree of stabilisation that haq 
been imposed under M. Pinay’s régime has been little 
connected with credit policy ; its main causes have been 
control over Government spending, a reduction in the 
violence of the economic dispute about the division of the 
national income between different groups in the 
community, and a reversal of speculation in response to 
the improvement in general confidence. The dispute 
about the distribution of the national income tends to 
come to a head when total national income is low or js 
tending to fall. It shows itself in. an inflation of costs 
and this can continue even if there is no excess of tot i 
demand over total supply, when monopoly is as strong as 
it is in France. In such an economy, credit policy is 
bound to be of secondary importance unless it is applied 
with great vigour. Otherwise, when cost inflation is 
active, it can prevent only the most serious excesses of 
speculation. 


* 


In France, as this account has shown, credit policy has 
not been pushed very far, despite the comprehensive 
character of the new apparatus of control. The lesson 
of France is that, in a country with a strong inflation 
neurosis, monetary measures have to be pursued with 
great determination and real conviction to be successful 
when inflation is active. The French experience also 
throws light upon the relative merits of orthodox and 
unorthodox credit controls. _ Qualitative controls have 
shown themselves to be very weak, while the unorthodox 
quantitative control by discount ceilings may cause 
dangerous rigidities that are almost bound to force the 
authorities to relax their grip. In the particular con- 
text of France, however, questions about the merits of 
particular techniques are plainly of less importance than 
the question why there has been a general lack of will 
to use any varieties of monetary control whenever their 
use would cause appreciable discomfort—although they 
would certainly have effect if used with firmness. The 
answer lies at the centre of France’s postwar experience: 
there are few important groups left in the country for 
whom the removal of inflation is more important than 
anything else. If monetary stability can be attained 
at no great cost, then it is brought about, as in 1949 
and 1950. But, at least under the Centre coalitions since 
the war, stability has always taken second place when- 
ever a choice has had to be made between economic 
objectives. For the planners and official circles, one of 
the most important choices has been between monetary 
stability and the pursuit of a heavy investment pro- 
gramme ; for the major economic groups in the country, 
who have more or less immediate protection against 
serious loss of real income through rising prices, the 
choice has been between monetary stability and the |oss 
of real income. In each case where the conflict ‘as 
been sharp monetary stability has been sacrificed. Lack 
of will to control inflation explains its continuation and 
the weakness of credit policy. The tools of credit po.icy 
that are available would be adequate if they were 10 
resolute hands ; it still remains to be seen whether France 
considers the price of monetary stability worth pay!1g- 
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> World’s First Delta Bomber 


Each year at Farnborough Air Show — which draws Aircraft experts and 

Service heads from all parts of the Free World — one aircraft captures 

the imagination and dominates the flying displays. In 1952 by universal 

acclaim the Avro 698 stood out above all others, Product of Avro’s s patient 

years of meticulous research and flight testing on the Delta planform, the 
698 is the most formidable and modern bomber in existence. It will carry 

a bigger payload faster, higher, further and more economically than 

any other aircraft. 

In one year, the Hawker Siddeley Group have now given the R.A.F. 

finest day interceptor, the Haw ker Hunter; its chosen night and all eal 
fighter, the Delta wing Gloster Javelin and now a key weapon of retaliation 


in case of attack, the Avro 698, Here is proof inde ed of world 
leadership in Jettery, 


Hawker Siddeley Group 


PIONEER...AND WORLD LEADER.IN AVIATION 


Group Head Offices: 18 St. James’s Square, London, §.W.1. A.V. ROE, GLOSTER, ny 
ARMSTRONG WHITWORTH, HAWKER, AVRO CANADA, ARMSTRONG SIDDE LEY, "Hl LW ROLEE, 


BROCK WORTH ENGINE ERING, AIR SERVICE TRAINING AND HIGH DUTY ALLOYS. 
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